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Our Vision:

r
To be the Bank of Choice for
Our Customers,

Understanding their needs
Producing the right products

Delivering service flawlessly

Outperforming the competition
Sustainable profitability growth

Maintaining a market premium

Attracting & retaining right staff

Developing the core skill

Motivating for high performance

The Book Ciub
The Book Club: 1904-1906

HRH Prince Mahisorn, a son of King Rama
IV, is remembered in cur economic history
as the “The Father of Thai Banking”. This
accolade has been given in recognition
of his role in the formation of the first Thai
Bank some 100 years ago. Prince Mahisorn
established a financial institution on October
4, 1904 under the name of “Book Club”. The
Book Club was located in a small two-storied
building of the Treasury at Ban Mor, Bangkok
~ which still stands today. At that time, the
Bank had only 18 employees. Against the
odds, this fledging business prospered and
attested to the real need for an indigenous
Thai bank in the community. Indeed, the
Book Club is widely believed to have laid the
foundation for Thai banking.

The early success of the Book Club led
Prince Mahisorn to seek a royal charter for
the formation of the first Thai 8ank, which
was to take over the assets of the Book Ciub
and be opened as “Siam Commercial Bank
Company”. On January 30, 1906 King Rama V
granted a royal charter to “Siam Commercial

Bank Company Limited” and conferred on
it the additional privilege of using the Royal
Coat of Arms as a mark of his royal approval
of the venture. The Siam Commercial Bank
was quickly established and went on to
become the forerunner of Thal banking.

Until the reign of King Rama Vi, the Royal
Coat of Arms was changed to the Garuda.
The Bank’s mark was then changed to the
Garuda with a note “established by the Royal
Charter”.

The Royal Coat of Arms
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FINANCIAL HIGHLIGHTS

Highest Profit in SCB History

Net Profit in billion Baht

Strong Rate of Return

Return on Equity (ROE)
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Solid Capital Base
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MESSAGE FROM THE BOARD OF DIRECTORS

DEAR SHAREHOLDERS,

The Board is deeply grateful to all of the
Bank's shareholders and customers for
their continued support. In addition, we
would like to place on record its thanks
to the management and staff for their
support and efforts that helped to make
2005 anather remarkable year.

Dark storm clouds have hovered over the
Thai economy from the start of the year.
To begin with, firstly, there was the tragic
tsunami, which devastated what might
well have been the best ever peak tourist
season for the country’s popular southern
beach resorts, quite apart from the
considerable suffering and turmolil caused
by the disaster. Secandly, oil prices soared
to new highs as the world struggled to
meet the rapicdly growing demand for
energy amidst static supply conditions.
Next, there was the prolonged drought
during the extended summer which had a
negative impact on the agrarian sector and
the price of essential food commodities.
Last, but by no means least, interest rates
rose steadily throughout the year, bringing
to an abrupt end the excess liguidity
and low interest rate environment that
had nurtured economic growth in the past
few years.

Against this dark backdrop, the Bank
was able to overcoeme the many hurdles
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presented by a faltering economy and
report another successive year of record
net profits, total assets, and shareholders’
equity, These remarkable achievements in
what was a very volatile economic climate
were only made possible because of the
deep-rocted and effective repositioning of
the Bank’s franchise since 2002 under the
umbrella of the transformational Change
Program. This Program has succeeded in
revamping our business and processes,
upgraded our systems and procedures,
galvanized the energy and commitment
of our employees, and successfully built
upon our relationships with our clients.
Concurrently, this Program has facilitated
the seamless integration of the SCB
group’s wide range of financial services
to offer a unique and compelling universal
banking proposition in the Thai market.
The early fruits from this Program are
now apparent in the Bank’'s better-than-
anticipated performance and growing
shareholder returns.

FINANCIAL RESULTS

As mentioned above, the Bank reported
a record net profit in 2005 of Baht 18.9
aillion, which represented growth of
2.1% when compared to 2004, despite
the significantly reduced capital gains
arising from the divestment of non-core
investments and the resumption of tax
payments in the fourth quarter. Indeed,
core earnings (profit, excluding investment

MESSAGE FROM THE BOARD OF DIRECT

gains, provisions and taxes) grew even
faster (by 29.2% year-on-year) to a record
high of Baht 19.8 billion, This achievement
reflected the robust improvements in the
Bank's core earning capability.

As a result of this improvement in
profitability, the Bank's ROE and ROA stood
at 21% and 2.4% respectively, for full-year
2005 to exceed the levels reported by its
peers. {n turn, the Bank’s strong net profit
performance contributed to its creation of
a very strong capital base (at Baht 91.8
billion) and a high Capital Adequacy Ratio
of 15.1%. The Bank is thus well-placed to
withstand the vicissitudes arising from
today’s uncertain economic outlook and,
at the same time, acts a source of support
for the Bank's future earnings growth.

The exceptional financial results were
due to three major factors; a) strong loan
growth (net lending increased by 8.7%);
b) robust fee income growth (at over 25%);
and ¢) effective cost containment {e.g.
the Bank’'s operating cost-to-income ratio
stood at 49% despite the amortization of
considerable infrastructure investments in
recent years and the exceptional growth in
our branch and ATM network).

In competitive terms, the Bank was
successful in maintaining its #1 position in
keymarkets-home mortgages, creditcards,
debt capital market, and bancassurance.

le B
At the same time, the Bank was able to
improve its competitive positioning by
penetrating new areas, such as in asset
management, by leveraging from the

collective product and distribution strength
of the SCB financial services group.

The Bank continues to work-out and reduce
its legacy portfolio of non-performing loans
(NPLs} that date back to the economic
crisis of the late 1990’s. NPLs were
reduced by Baht 16.8 billion in 2005. This
left the Bank with outstanding NPLs of
Baht 57.1 billion at the end of 2005 that
was equal to 9.3% of total loans. Provisions
against these loans stand at 86.7% —~ one
of the highest levels of provisioning in the
Thai banking sector.

The Board is pleased to single out and
report on the dramatic expansion of its
retail network during the year. Its national
footprint is now the largest in Thailand
- both by number of branches and number
of ATMs. Further, this expansion has taken
place in high traffic density areas, thus
enhancing the impact of this growth in
the Bank's network. Also, this expanded
footprint will position the Bank to acquire
an increasing share of the customer wallet
in the years ahead.
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CORPORATE GOVERNANCE AND
SOCIAL RESPONSIBILITY

The Board has always been committed to
principles of good corporate governance
as it believes that adherence to these
practices leads to sustainable growth and
provides long-term corporate value to our
shareholders.

During the year, based on the results
of the Board’s special meeting held in
January, the Bank adopted the following
enhancements:

* A new Policy and direction for
addressing the Bank’s corporate
social responsibility was announced.
As a result, the Bank intends to
focus on “youth development” and
pursue projects that help to promote
appropriate values among the young
people of our nation.

e A Board assessment process was
established for individual Board
members, the Chairman of the Board,
and Board as a whole,

* A comprehensive Corporate Code of
Conduct and Value Statement were
discussed and adopted.

The Board is pleased to report that its focus
on corporate governance earned the Bank
a number of accolades, including the top
award for best corporate governance from
selected members of the international

media, such as Euromoney and The Asset.
For a second year in a row the Board was
recognized as the “Board of the Year for
Exemplary Practices” in 2004/2005
by the National Corporate Governance
Committee.

2006 STRATEGY

Over the last few years, the Bank has
made considerable investments aimed at
meeting the competitive challenges that
lie ahead in these uncertain economic
times. It stands ‘ready, willing and able’
to meet these challenges and gain
competitive market share. This state-of-
readiness is attributable, in part, to its
sound capital base, effective deployment
of technology and processes, a revitalized
brand image, and its possession of all the
core companents te become the country’s
premier universal bank. In part, this
readiness is attributable to its continuous
program cf building its capabilities through
engagement with its employees and
customers. As a result of this readiness,
we believe that the Bank is poised to
attain both its vision of being the “Bank
of Choice” and its mission of being the
“premier universal bank in Thalland™.

In 2006, the efforts of the Bank will be
directed at maintaining an above average
growth momentum, while also expanding
its capabilities and reputation for high
quality financial services.

The Bank reported a
record net profit in
2005 of Baht 18.9

billion. Core earnings

grew by 29.2% to

a record high of Baht

19.8 billion.

From left to right

Dr. Chirayu Isarangkun Na Ayuthaya (Chairman)

Khunying Jada Wattanasiritham (President)

Dr. Vichit Suraphongchai (Chairman of the Executive Committee)

With the guidance of the Board, the Bank
will continue to support activities that
are of benefit to the society at large.
In particular, -as recommended by His
Majesty the King the Bank will apply the
concept of a “self-sufficient economy” by
supporting community projects that can
be linked with its goal of fostering “youth
development” as part of its community
service obligations.

As we turn to the coming year, we will
be approaching the 100th anniversary of
our establishment as the first Thai Bank.
The Bank will mark this centennial by a
series of internal and externa! events to
celebrate a century of Thai banking. We
are very hopeful that it will be another year
of outstanding achievements.

Bl s

Dr. Chirayu Isarangkun Na Ayuthaya
Chairman

\/

Dr. Vichit Surapongchai
Chairman of the Executive Committee

&‘ W« Koo~ &

Khunying Jada Wattanasiritham
President
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DR. CHIRAYU ISARANGKUN NA AYUTHAYA
Chairman

Dr. Chirayu holds an Economics {Hons.) degree from the Londen Schoo! of Economics
(U.K.) and a Ph.D. in Economics from the Australian National University. Starting his
career as an economist he went on to serve as the Dean of the Schoo! of Development
Economics at the National Institute of Development Administration (NIDA). In the
early 1980's, he was appointed to the cabinet of the Royal Thai Government and
served as the Deputy Minister of Industry, and as the Minister attached to the Prime
Minister’s office.

Since 1987, Dr. Chirayu has managed the diverse holdings and investments of the
Bureau of Crown Property and, at the same time, served in the prestigious position
of Grand Chamberlain to the Royal Household. Also, over the years, Dr.Chirayu has
served as Chairman and Director for several major companies in Thailand.

Concurrently, in addition to his business and Royel Household responsibilities,
Dr. Chirayu has made many contributions to ocur community, most notably through
serving on the council of trustees of the Thailand Development Research Institute
(TORI).

As the Bank’s longstanding Chairman, Dr, Chirayu provides an invaluable corporate
direction to the Board and reinforces its strong drive to attain the highest standard of
corporate governance.

DR. VICHIT SURAPHONGCHAI
Director and Chairman of the Executive Committee

Dr. Vichit holds a Bachelor’s degree in Engineering from Chulaiongkorn University, a
Master's degree in Engineering from the University of California in Berkeley (U.S.A))
and a MBA and Ph.D. from UCLA (U.S.A). He started his career in banking at Bangkok
Bank PCL and at the time he left he was serving as its President. He later joined the
Royal Thai Government as the Minister of Transport and Communication (1994-1995).
He returned to the banking world as the Chairman of Radanasin Bank PCL. Currently,
he serves on the boards of Shin Corporation PCL, Thai Airways internationat PCL, Sky
Asia Company Limited and SembCorp Industries Limited in Singapore. Dr. Vichit also
serves as a member of the Supervisory Board of Kempinski AG and an advisor to the
Bureau of Crown Property.

Furthermore, Dr. Vichit has contributed to the education development in the Kingdom
in his previous capacity as a member of the National Education Commission and the
National Institute of Development Administration Council (NIDA) and as a trustee of the
Asian Institute of Technology (AIT).

Since joining the Board, Dr. Vichit has provided the vision and leadership to transform
the Bank’s franchise and dramatically restore its profitability. He has played an active
role in both the formulation of the Bank’s policies, as well as in the on-going review
of the Bank’'s operations and performance. Attesting to his many accomplishments
at the Bank, he was named “Banker of the Year” in 2003 by the Nation Group of
Newspapers.
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MR. MARIS SAMARAM

Independent Direttor and Chairman of the Audit Committee

Khun Maris holds a Bachelor’s degree in Accounting from the University of the East
(Philippines). Subsequently, he attended the Program for Management Development at
the Harvard Business Schoot (U.S.A)).

Khun Maris commenced his auditing career in 1961 and qualified as a CPA with the
SGV Group in the Philippines. In 1967, he was transferred to Bangkok with a mandate
to develop a new practice for the Group in Thailand. In 1974, he was made a partner for
the SGV Group. In Thailand, he has been involved in providing both audit and business
advisory services to a diverse range of multinational and Thai institutions. In 1978, he
was appointed the Country Managing Partner and in 1992 he assumed the position of
Chairman of the Thai practice.

He retired from SGV-Na Thalang in 2001 and has since been active in carrying out a
number of independent advisory assignments. He is also an independent director and a
member of the audit committees of Millennium Steel PCL and Sub Sri Thai Warehouse
PCL. In addition, he serves as an independent director of Marsh PB Co., Ltd.

With his 40 vears experience in a major regional audit firm and as an independent
director, as well as in his capacity as the Chairman of the Audit Committee, he brings
to the Bank outstanding credentials for enhancing the effectiveness of its audit policies,
practices and procedures.

Standing left to right

Mr. Prakob Tantiyapong
Director

Mr. Pichai Chunhavajira
Director and Member of The Audit Committee

Mr. John William Hancoclk

Director, Member of The Compensation
Comrmittee, Member of The Nomination
and Corporate Governance Committee

Mr. Tiraphot Vajrabhaya
Director and Member of The Audit Committee

Mrs. Kannikar Chalitaporn
Director, Senior Executive Vice President
and Executive Director

Mrs. Puntip Surathin
Directar

Mr. Boedin Asavanich
Director and Executive Director

Mr. Peter Seah Lim Huat

Director, Member Of The Compensation
Committee, Member Of The Nomination and
Corporate Governance Committee

Mr. Sumate Tanthuwanit
Director and Member Of The
Compensation Committee

left to right

EXECUTIVE COMMITTEE
Mrs. Kannikar Chatitaporn
Director & SEVP, Group Head, Retail Banking Group

Khunying Jada Wattanasiritham
President & Chief Executive Officer

Dr. Vichit Suraphongchai
Chairman of the Executive Commiltee

Mr. Bodin Asavanich
Director and Executive Director

Sitting left to right

Mr. Maris Samaram
Director and Chairman of The Audit Committee

Mr. Anand Panyarachun

Director, Chairman 0f The Compensation
Committee, Chairman of The Nomination
and Corporate Governance Committee

Dr. Chirayu Isarangkun Na Ayuthaya
Chairman

Dr. Vichit Suraphongchai
Director and Chairman of The
Executive Committee

KKhunying Jada Wattanasiritham
Director. President & Chief Executive Officer
and Executive Director

Mom Rajawongse Disnadda Diskul
Director
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MR. ANAND PANYARACHUN

Independent Director, Chairman of the Nomination and Corporate Governance Committee
and Chairman of the Compensation Committee

After completing his B.A. (Hons,) degree in Law from Trinity Coliege, University of
Cambridge (U.K.), Khun Anand commenced his distinguished career in the Thai Foreign
Service. Hightights of his career included his service as Thailand’s Ambassador to the
U.S.A., Permanent Representative to the United Nations, and Permanent Secretary of
the Ministry of Foreign Affairs. Since leaving the Thai Foreign Service, Khun Anand has
been active in the world of business and the Internationat community.

Khun Anand is widely recognized for his pivotal role in the Kingdom's political
development through his appointment twice as Prime Minister of Thailand and for
leading the effort in drafting the Kingdom's new constitution.

In 2003, he was appointed by the U.N. Secretary General to chair the high-level Panel
established to review the role of the United Nations in a rapidly changing global political
environment, He has received Honorary Degrees from many national and foreign
universities, and is recipient of the prestigious Ramon Magsaysay Award. Also, he has
received many Royal decorations in Thailand and from foreign governments.

As a long standing independent director, Khun Anand brings an unparalleled
perspective on the macro-level challenges facing the Bank and the drive to initiate
and promote good governance within its operations.

MR. BODIN ASAVANICH

Director and Executive Director

Khun Bodin holds a Bachelor of Laws degree from Thammasat University, Master of
Comparative Jurisprudence and Master of Law from New York University (U.S.A}. Heis

a member of the Thai Bar Association. He also attended Executive Program at Stanford
University {U.S.A).

Khun Bodin has over 30 years of experience as a legal practitioner. in 1976, he trained
in a law firm in New York, U.S.A. and returned to Thailand as a Managing Partner of the
B&N Lega! Office. Subsequently, he joined PTT PCL as the Director of its Legal Division
before moving te became Group Genera!l Counsel at Siam Cement PCL. Currently, he
serves as Managing Director, Cementhai Legal Counsel Limited. Apart from being a
Board Director of CPB Equity Co., Limited and CPB Property Co., Limited, he also serves
as the Secretary General to the Federation of Thai Industries and the txpert Director
Member of Trade Competition Committee, Ministry of Commerce. He also is a member
of several public and private committees under various government agencies and non-
profit organizations.

He brings a valuable perspective to matters arising at both the Executive Committee
and the Board of Directors levels of the Bank.

MR. TIRAPHOT VAJRABHAYA
Independent Director and Member of the Audit Committee

Khun Tiraphot holds a B.A, in Economics and Commerce from the University of
Melbourne, and an M.B.A. from Boston University (U.S.A.).

Since 2001, he has served as the Chairman of the Shell Group of companies in Thailand
and the Cluster Manager of Retail Business in Indochina and Asia - a rare distinction for
a Thai national. He has extensive management experience in many areas of the energy
business at Shell in both Thailand and the U.K, including finance, shipping and supply
management, marketing, and personne! management. Also, he serves on the boards of
the Shell Group's affitiates in Thailand.

As an independent director on the Board, he brings with him both his commercial
acumen and deep knowledge of best practices in the management of a large and
complex institution.

MR. PICHAI CHUNHAVAJIRA
Independent Director and Member of the Audit Committee

hun Pichai holds a Bachelor's degree in Accounting from Thammasat University, a
M.B.A. in Finance from Indiana University of Pennsylvania {U.S.A.), and a Honorary
Degree Doctor of Philosophy in Accounting from Thammasat University.

He serves as the Senior Executive Vice President, Corporate Finance & Accounting,
at PTT PCL. He is recognized for his financial and accounting expertise through his
role in the successful initial public offering and listing of the shares in PTT Exploration
& Production PCL (PTTEP) in 1983. He also played a key role in the planning and
implementation of PTT's privatization in 2001 that included several highly successful
muiti-billion-dollar business and financial restructurings of PTT's affiliates. He was
named “CFO of the Year in 2001 by the Nation Group of Newspapers and the “Best
CFO of the Year in 2003” by the prestigious Institutional Investor magazine. He was
alsc named “CFO of the Year 2004” by Asia Money magazine.

Khun Pichai serves on the boards of several companies such as Thai Airways international
PCL, EGAT PCL, PTT Exploration & Production PCL, The Bangchak Petroleum PCL, The
Aromatics (Thailand) PCL, Thai Olefins PCL and Dhipaya Insurance PCL, He is also
Chairman of State Owned Enterprise Value Creation Committee (Super Holding).

As an independent director and a member of the Audit Committee, Khun Pichai brings
to the Board exceptional talent on accounting and finance issues from both an internal
and market perspective.

MR. JOHN WILLIAM HANCOCK

Independent Director, Member of the Nomination and Corporate Governance Committee
and Member of the Compensation Committee

Mr. john Hancock holds an LL.B. degree from the University of Adelaide, South Australia
and has been admitted to practice law in South Australia, Victoria and New South Wales.
He is also a permitted legal advisor in Thailand.

Since 1970, he has practiced law in New York, Hong Kong, Singapore and Bangkok,
and was a Partner of Baker & McKenzie for 25 years prior to his retirement from legal
practice. He also serves as an independent director of Serm Suk PCL., Electricity
Generating PCL. and Indornama Polymers PCL,. Futhermore, he has served as President
of the Australian-Thai Chamber of Commerce in 1986/7 and again in 1998/9, and is
Chairman of the Thailand Board of Trade Investment Policy Committee. He has been
recongnized as a leading Australian in Asia.

As an independent director and one of Thailand's leading lawyers, he brings to the
Board an invaluable insight on all commercial, legal and good corporate governance
matters.

MR. PETER SEAH LIM HUAT

Director, Member of the Nomination and Corporate Governance Committee and Member
of the Compensation Committee

Mr. Seah holds a B.B.A. (Hons.) degree from the University of Singapore. He is a
member of the Temasek Advisory Panel and was the President and Chief Executive
Officer of Singapore Technglogies Pte Ltd. Prior to that, for the past 33 years, he was
a banker and retired as the Vice Chairman and Chief Executive Officer of the Overseas
Union Bank in 2001,

He is Chairman of SembCorp Industries, Singapore Technologies Engineering and
President Commissioner of Bank Internasional Indonesia. In addition, he sits on the
boards of many corporations inciuding CapitaLand Limited, Government of Singapore
investment Corporation and StarHub Ltd. Mr. Seah received the Public Service Medal
(Pingat Bakti Masyarakat) in the 1995 National Day Honors in recognition of his
contribution to Social and Community Service. In August 1999, he was awarded the
Public Service Star (Bintang Bakti Masyarakat) for his role as Chairman for the Sub-
Committee on Finance and Banking, Committee on Singapore’'s Competitiveness. He
was appointed a Justice of the Peace in 2003.

As a prominent banker and an independent director, he brings an experienced
perspective on the issues and challenges faced by the rapidly evolving landscape of the
regional financial services industry.
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MR. SUMATE TANTHUWANIT
Independent Director and Member of the Compensation Committee

Khun Sumate holds a B.Sc. (Hons.) degree from Chulalongkorn University and a M.Sc.
degree in Management Engineering from the Asian Institute of Technology. He is weli-
known for his life-long career in the shipping industry. In 1980, he founded Regional
Container Lines PCL (RCL) to provide feeder services between Thailand and Singapore.
The company was listed on the Stock Exchange of Thailand in 1988 and he still serves
as its Group President.

Concurrently, Khun Sumate is Chief Executive Officer of TIPS Co., Ltd., Thai Prosperity
Terminal Co., Ltd. and Sintanachote Co., Ltd. which provide wharf, container freight
station and bonded warehouse facilities. For the past six years he has been President
of the German-Thai Chamber of Commerce and is a member of international Advisory
Council of PSA Corporation Limited, Singapore. During 1998-1999, he served as a
Director of Radanasin Bank.

As a veteran of the shipping and logistics sector, and a well-regardéd local entrepreneur,
he brings an important dimension to the Board from both a trade and business
development perspective, particularly with respect to the fast growing China market,

MOM RAJAWONGSE DISNADDA DISKUL
Director

M.R. Disnadda Diskul holds a degree in Business Administration from Indiana University,
Bloomington (U.S.A.). He worked for the National Economic Development Board
(subsequently renamed as the Nationa! Economic and Social Development Board) until
1967 when His Majesty the King appointed him to serve as Private Secretary to Her
Royal Highness Somdej Phra Srinagarindra, the Princess Mother. Mom Rajawongse
Disnadda served as Private Secretary to H.R.H. the Princess Mother until Her Royal
Highness passed away in 1995,

M.R. Disnadda is Secretary-General of the Mae Fah Luang Foundation under Royal
Patronage, a position he has held since the foundation was established in 1972 to carry
out the social and economic development work of H.R.H. the Princess Mother. Since
1988, he has also served as Chairman of the Doi Tung Development Project in Chiang
Rai, a Royal initiative project of H.R.H. the Princess Mother. This sustainable alternative
development project was established to reverse the environmental degradation of the
area and to help solve the economic and social problems of the local communities that
depended solely on opium growing, the sex industry and human trafficking for their
living.

In recognition of his achievements, the United Nations Office on Drugs and Crime
(UNODC) appointed him as to one of 11 members of the Steering Group on Thematic
Evaluation on Alternative Development, to evaluate similar development projects
elsewhere in the world. In recognition of his achievements the Royal Thai Government
assigned him to extend the experience of the Doi Tung Development Project into
Myanmar and Afghanistan.

As well as being member of the Board of Directors for numerous other foundations of
Her Royal Highness the late Princess Mother, M.R. Disnadda also serves as Chairman
of the Thailand Convention and Exhibition Bureau (Public Organization), Board Member
of the Office of Knowledge Management and Development (Public Organization), and

- Investment and Financial Advisor to the Director-General of the Crown Property Bureau.
He provides the Board with an important perspective on community service.

MRS. PUNTIP SURATHIN
Director

Khun Puntip hotds a B.A. (Hons.) from Chulalongkorn University and an M.A. in Business
Administration from Fort Hays Kansas State College (U.S.A).

Khun Puntip jointed the Ministry of Finance over 30 years ago and since 2005 has
held the position of Deputy Permanent Secretary, Ministry of Finance. Over the years
she held a number of positions at the Ministry of Finance including Director, Office
of the State Enterprise and Government Securities; Chief Inspector General of the
Ministry of Finance; Senior Expert in Public Debt and Public Finance; and Deputy
Controtier-General prior to being appointed as Deputy Permanent Secretary. Also,
she also serves on the boards of Erawan Hotel PCL and Bangkok Insurance PCL.

Khun Puntip brings to teh Board a strong knowledge of the practices of the significant
State Enterprise sector, as well as a deep understanding of current government
policies as they relate to the financial services sector,

MR. PRAKOB TANTIYAPONG
Director

Khun Prakob holds an LL.B. from Thammasat University and an LL.M. from Southern
Methodist University {U.S.A}. He also attended the Advanced Management Program
at Harvard Business School (U.8.A)) and the National Defense Course Class of 41, the
National Defense College.

Khun Prakob serves as Deputy Permanent Secretary for Expenditure and tiability
Management, Ministry of Finance. He also serves as Vice Chairman of the board of
Aeronautical Radio of Thaitand Limited and the board of Don Muang Tollway PCL.
Prior to his current tenure, he was Deputy Director - General of Customs, Customs
Department, Deputy Comptroller-General, Comptroller General’s Department and
Inspector - General, Ministry of Finance. Previously, he served on the boards of
the Export - Import Bank of Thailand (EXIM BANK) and the Bank for Agriculture and
Agriculture Cooperatives (BAAC).

As a senior official of the Ministry of Finance, he provides invatuable perspectives to
the Beard.

KHUNYING JADA WATTANASIRITHAM
Director, President & Chief Executive Officer and Executive Director

Khunying jada holds a graduate degree from the University of Cambridge (U.K.) and a
Master's degree from Williams College (U.S.A.). She has the distinction of being the first
woman to serve as the President & CEQ of the Bank.

Khunying Jada commenced her distinguished career in banking at the central bank
of the country - the Bank of Thailand (BOT). In 1975, she joined the Bank to develop
its research and pianning function. Since that time she has held a number of senior
executive roles within the Bank covering the international business arena, corporate
and institutional banking, and capital markets.

Concurrently with her professional career Khunying Jada has contributed
to a large number of social and community issues. In recognition of these
contributions, she was awarded the Royal decoration of Chulachomklao with
the title Khunying in May 2000.

As the President & CEO of the Bank, Khunying Jada provides effective oversight on all
areas of the Bank’s business, particularly in growing its franchise, managing underlying
risks and shaping its internal control environment.

MRS. KANNIKAR CHALITAPORN

Director, Senior Executive Vice President and Executive Director

Khun Kannikar holds a Bachelor's degree in Business from the University of Colorado
(U.S.A)) and attended the Advanced Management Program at Harvard Business School
(U.S.A.). Prior to joining the Bank she was with Unilever Thailand for 32 years. Over her
many years at Unilever, and through the application of modern marketing concepts, she
played a critical role in dramatically improving Unilever's market share and profitability
in Thailand. On leaving Unilever Thailand she was serving as its Vice Chairman.

As a result of her achievements in marketing she has been publicly recognized by her
peers and was named the “Professional Worman of the Year” in 1999. She also served
as the Chairman of the Thai Management Association (2000-2002).

Khun Kannikar joined the Board in 2002 and the management team of the Bank in
January 2003, In her role as Head of the Retail Banking Group, she has bought a fresh,
invigorating and consumer-focused perspective to the Bank's retail business.
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Standing left to right

Mr. Sirichai Sombutsiri
SVEP, Group Head, Corporate Banking Group

Mr. Deepak Sarup
SVEP, Change Program and
Chief information Officer

Mr. Wuchine Michael Tan
SVEP, Chief HR Officer

Sitting left to right

Khunying Jada Wattanasiritham
President & Chief Executive Officer

Mrs. Kannikar Chalitaporn
Director & SEVP,
Group Head, Retail Banking Group

SENIOR EXECUTIVE OFFICERS

THE PRESIDENT & CEO AND SENIOR EXECUTIVE
VICE PRESIDENT LEVEL

1. KHUNYING JADA WATTANASIRITHAM
President & Chief Executive Officer
Please refer to page 9 for Khunying Jada’s profile

2. MRS. KANNIKAR CHALITAPORN
Senior Executive Vice President, Group Head, Retail Banking Group
Please refer to page 9 for Mrs. Kannikar's profile

3. MR. SIRICHA| SOMBUTSIRI
Senior Executive Vice President,
Group Head, Corporate Banking Group

Khun Sirichai holds a Bachelor's degree (Hons.) in Accounting from Thammasat
University and an M.B.A. in Finance from the University of Southern California

. (U.S.A)). He joined the Bank in 1977 and worked in the fields of foreign branch
operations and treasury. Khun Sirichai resigned from the Bank to serve as
President of Thai Summit Finance and Securities Co., Ltd. from 1994-1998, and
later served as Managing Director of Radanasin Bank PCL from 1998-1999. He
rejoined the Bank in 1999 as Executive Vice President of the Treasury and Capital
Market Division. Subsequently, he was responsitle for corporate lending and was
appointed as head of the Corporate Relationship Group in 2003. In 2004, he was
made head of Corporate Banking Group that manages all of the Bank's corporate
and SME clients that account for 56% of the Bank's total loan portfolio.

4. MR. DEEPAK SARUP
Senior Executive Vice President, Change Program & Chief Information Officer

Khun Deepak holds a Bachelor’'s degree in Commerce {Hons.) with a diploma in
Accounting {with distinction). He'is a Fellow of The Institute of Chartered Accountants in
England and Wales {(FCA) and a Fellow of the Wharton School, University of Pennsylvania
{U.S.A.). He commenced his career with Touche Ross & Co in London, and has since
served in a number of different management roles in many countries. Immediately
prior to joining the Bank in 2002, he was Managing Director for Asia Pacific at ALLTEL
Information Services Inc. In this role he led the transformation of this Fortune 500
Company’s market position and profitability in the Asia Pacific region. Before assuming
this role, he was First Executive Vice President of Radanasin Bank PCL. He also served
as International President of the Information Systems Audit and Control Association
(1991-1993), and was a member of the IT Committee of the international Federation of
Accountants {1995-2001). in 2005, he was selected as one of Asia’s most influential IT
leaders by MIS magazine.

5. MR. WUCHIEN MICHAEL THAN
Senior Executive Vice President, Chief HR Officer

Born in China and raised in India, Khun Michael also lived and worked in Canada, the United
States, Hong Kong and }japan before coming to Thailand in 1994, He has more than 30
years of experience in the fields of human resource management and organizational
development. His previous employers include Bankers Trust in New York, Hong Kong
and Tokyo, American Express in Toronto and New York and, most recently, Bangkok
Bank PCL. He has been with SCB since 2002 as Chief Human Resources Officer. Khun
Michael has a Bachelor's degree (Hons.) in Economics from Presidency College and
an M.B.A. in Behavioral Sciences from the Indian Institute of Management, Calcutta
{India).
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EXECUTIVES OF CORPORATE BANKING GROUP

1. MR. SIRICHAI SOMBUTSIRI
Senior Executive Vice President, Group Head, Corporate Banking Group
Please refer to page 11 for Mr. Sirichai’s profile.

2. MR. SARUNTHORN CHUTIMA
Executive Vice President, Division Head, Corporate Division 1

Khun Sarunthorn has 20 years of experience in corporate lending. He joined the Bank
after graduating from Chulalongkorn University with a Bachelor's degree in Accounting
and earning his M.B.A. from Chio University (U.S.A)). He managed project finance and
became Manager of Corporate Department 4 where he was responsible for corporate
lending to the energy and petrochemical sectors prior to his appointment to ITV Co,,
Ltd. in 1996 as that company's Managing Director and the Bank’s representative. After
completing his mission to divest the Bank's controlling stake in TV, he returned to the
Bank to resume his work with large corporate clients. He was promoted to the post of
Executive Vice President in 2003.

3. MR. GRISH ATTAGRISH

Executive Vice President, Division Head, Corporate Division 2

Khun Grish graduated from Chulalongkorn University with a Bachelor’s degree in
Banking & Finance. He alsoc holds an M,B.A, in Marketing from the same university.
Khun Grish has broad experience in the field of corporate lending, He joined the Bank
in 1981 as a credit officer and was appointed as Vice President-of the Agriculture and
Commercial Debt Department before his secondment in 1994 as Managing Director of
SCB Adviscry Service Co., Ltd., @ subsidiary of the Bank. Khun Grish returned to the
Bank in 1999 as Senior Vice President, Corporate Sector 6 and Senior Vice President,
Corporate Division 2, in 2003 prior to assuming his current position as Executive Vice
President, Corporate Division 2.

4. MR. CHARLIE WANNAWASU
Executive Vice President, Division Head, fapanese Division

Khun Charlie is an expert in managing Japanese client relationships. After graduating
from Meisei University in Japan in 1973 and undergoing training at Sanwa Bank in Japan,
he joined the Bank in 1974 as a credit officer. In 1981, he started working with Siam
Cement Trading Co.. Ltd. as a branch manager in Tokyo. Khun Charlie rejoined the
Bank in 1988 and was promoted to the position of Executive Vice President, Corporate
Division 1 in 1994 where he was responsible for lending to multinational companies and
large corporates in the garment and automotive industries. When the Bank established
a special Japanese Division in 2003, Khun Charlie was appointed to head this division.

From left to right

Mr. Grish Attagrish
EVP, Division Head, Corporate Division 2

Mr. Sarunthorn Chutima
EVP, Division Head, Corporate Division 1

Mrs. Paspun Suwanchinda
EVP, Division Head, Business Banking Division

Dr. Veerathai Santiprabhob
EVP, Division Head,
Corporate Bank-Strategic Planning Division

Mr. Somchai Sanyalaksiri
EVP, Division Head, Business Products Division

Mr, Sirichai Sombutsiri
SVEF, Group Head,
Corporate Banking Group

Mr. Charlie Wannawasu
EVP, Diviston Head, /apanese Division

5. MRS. PASPUN SUWANCHINDA
Executive Vice President, Division Head, Business Banking Division

After completing her undergraduate studies in Business Administration from Kasetsart
University and graduate studies in Economics from Middle Tennessee State University
{U.S.A.), Khun Paspun joined SCB as a credit officer in 1976, She was Branch Manager
of Thanon Wittayu Branch during 1983-1990. She returned to the Head Office and was
appointed Deputy Manager of Corporate Department 3 (1990-1991). Khun Paspun then
resigned from the Bank to become Managing Director of Dynamic Eastern Finance Thailand
Co., Ltd. After rejoining the Bank in 1992, she was General Manager of the Bank’s Chicago
Branch and Los Angeles Branch for six years. Prior to her current appointment as Executive
Vice President, Business Banking Division {previously called the SME Division), in 2002, Khun
Paspun was Manager of Corporate Department 4 where she was responsible for corporate
lending to companies in the telecommunication and petrochemical industries.

6. MR. SOMCHAI! SANYALAKSIRI
Executive Vice President, Division Head, Business Products Division

Khun Somchai has extensive experience in money and capital markets, as well as
international business. After completing his Bachelor's degree in Economics at Kasetsart
University and a Master’s degree in the same field at the University of Kansas (U.S.A.), he
joined the Bank’s Treasury Department in 1981 before assuming responsibility for foreign
branches. He was Deputy General Manager of the Bank's London Branch for 3 years and
then served as Manager of the International Banking Facility Office at the Head Office.
Khun Semchai was appointed Senior Vice President of the Treasury Department in 1994
and Senior Vice President of the Capital Market Department in 1999, In 2002, he was
promoted to Executive Vice President with responsibility for the Bank's retail business. He
is currently Executive Vice President, Business Products Division, where he is responsible
for product and service development for the Bank’s corporate clients.

7. DR. VEERATHAI SANTIPRABHOB
Executive Vice President, Division Head, Corporate Bank-Strategic Planning Division

Dr. Veerathai received his Bachelor's degree (First Class Hons.) in Economics from
Thammasat University as well as a Master's degree and a Ph.D. in Economics from
Harvard University (U.S.A.). Prior to joining the Bank, Dr. Veerathai spent four years as
an economist at the International Monetary Fund in Washington, DC, and two years with
the Ministry of Finance as a Co-Director of the Policy Research Institute, Fisca! Policy
Office. Dr. Veerathai joined the Bank in 2000 as a Vice President in the Corporate
Planning Department. Subsequently, he headed the Equity Investment Division that
manages the Bank’s equity investments. Dr, Veerathai is currently an Executive Vice
President and the head of the Strategic Planning Division of SCB's Corporate Bank
which is responsible for designing strategies for corporate and SME clientele.




EXECUTIVES OF RETAIL BANKING GROUP

1. MRS. KANNIKAR CHALITAPORN
Senior Executive Vice President, Group Head, Retail Banking Group
Please refer to page ¢ for Mrs. Kannikar’s profile

2. MR. NA BHENGBHASANG KRISHNAMRA
Executive Vice President, Division Head, Sales and Service Division

Khun Na Bhengbhasang holds a Bachelor’s degree and a Master’'s degree from
University of Pennsylvania (U.S.A.). He has been with the Bank since 1971 and has
extensive experience in the management of local and foreign branches. He was
Manager of the Bank’s Los Angeles Branch in 1984 and Manager of the internationa!
Banking Department during 1987-1993. Khun Na Bhengbhasang was responsible
for consumer lending and was subseguently appointed to the post of Executive
Vice President of the Consumer Banking Group in 1294. [n consumer lending, he
played a leadership role in making the Bank the leader in the mortgage lending
segment. Prior to assuming his current position as Executive Vice President of the
Channel Management Division or the Sales & Service Division, he was responsible
for the Bank's Special Assets Division. His current responsibilities span the entire
domestic branch network, as well as the Bank’s sales and services points in the
field of retail banking.

3. MR. PRADEEP KUMAR ROY
Executive Vice President, Division Head, Products and Marketing Division

Khun Pradeep holds a Bachelor's degree in Mechanical Engineering from Institute of
Technology, B.H. University, Varanasi in India, as well as post graduate diplomas from
Monash University (Australia} in the fields of Infarmation Technology and Business
Management. He is a fellow of the Financial Service Institute of Australasia and a
Fellow of the Australian Institute of Management. Before joining the Bank in late
2004, he served as General Manager Cards at the Bank of New Zealand. Concurrently,
he was the Chairman of Visa New Zealand Limited, as well as a board member of
Visa Asia Pacific Board and Loyalty New Zealand Limited. As an experienced banker,
he has a comprehensive knowledge and extensive experience in consumer finance,
credit cards and payments.

AllNVal RCpLIEL <UUD

SENIOR EXECUTIVE OFFICERS |13 FI RST

7 A SN 7 7

From Left to right

Mr. Na Bhengbhasang Krishnamra
EVP, Division Head, Sales and Service Division

Mr. Praves Suttirat
EVP, Bangkok Branch Network

Mrs. Kannikar Chalitaporn
Director & SEVP,
Group Head, Retaif Banking Group

Mr. Pradeep Kumar Roy
EVP, Division Head, Products and Marketing
Division

Mr. Permpoon Krairiksh
EVP, Division Head, Retail Credit & Business
Support Division

4. MR. PERMPOON KRAIRIKSH
Executive Vice President, Division Head, Retail Credit & Business Support Division

Khun Permpoon has extensive experience in credit lending. After graduating from
Boston University (U.S.A.), in 1975 he joined the Bank's Centralized Credit Department
before moving to the International Trade Department. Subseguently, he became the
Head of the Credit Division at the Bank's Talad Noi branch. Then he moved back to the
Head Office where he joined the Credit and Marketing Department and was responsible
for large manufacturing and services sector clients. [n 1994, Khun Permpoon was
appointed to the post of Executive Vice President that put him in charge of agricultural
and commercial credit. He later went on to develop relationships with large corporates,
and following that was responsible for the Bank’s consumer loan business. In 2002,
Khun Permpoon was appointed Executive Vice President of the Special Assets Group,
where he was responsible for managing the Bank’s non-performing toans (NPLs)
portfolio. In January 2006, after achieving success in reducing the Bank's NPLs, Khun
Permpoon moved to head Retail Credit & Business Support Division that is responsible
for lending to retail customers.

5. MR. PRAVES SUTTIRAT
Executive Vice President, Bangkok Branch Network

Khun Praves has worked for the Bank for 35 years. He joined the Bank after graduating
from Chulalongkorn University with a Bachelor’s degree in Accounting. He has extensive
experience in branch network management. He was manager of the Talad Noi branch,
Siam Square branch, Siriraj branch, and Bang Lumpu branch and was a Vice President
of the Bank’s New York Agency. Khun Praves was appointed as Regional Business
Center Manager in 2002, and Area Manager and Network Manager in 2003, In 2005,
Khun Praves was appointed as Executive Vice President, Bangkok Branch Network
where he is responsible for the policy and management of the Bank's branch network
in Bangkok.



EXECUTIVES OF SHARED SERVICE UNITS
AND OTHERS

1. MRS. CHANTIMA CHATURAPHAT
Executive Vice President, Group Head, Special Assets Group

Khun Chantima holds a Bachelor’s degree in Accounting from Chulalongkorn University
and an M.B.A. from Central State University (U.S.A.}. She began her career with the
Bank as a credit officer and later served as a branch manager for 10 years. In 1990, she
moved to the Head Office to manage lending to large corporates and the commercial
segment. In her position as Manager of Corporate Department 5, she was responsible
for the real estate and censtruction sectors. In 1999, she was appointed to the posts
of Executive Vice President of the Bank’s Credit Card Division and President & CEO
of SCB Business Services Company Limited. In 2002, she became responsible for
the development of all of the Bank’s retail products and related business volume, As
Executive Vice President of Corporate Division 3, she was responsible for institutional
and corporate customers in the commercial and consumer product sectors. In January
2006, Khun Chantima was appointed as Executive Vice President Special Assets Group,
responsible for managing the Bank’s non-performing assets.

2. MR. CHARAMPORN JOTIKASTHIRA
Executive Vice President, Group Head, Business Cash Management Group

After receiving @ Bachelor's degree in Electrical Engineering and Computer Science
from the Massachusetts Institute of Technology (U.S.A.) and an M.B.A. from Harvard
Graduate Schoaol of Business Administration {(U.S.A.), Khun Charamporn worked in the
technology sector in the United States for four years. He began his career with the Bank
in 1985 as a manager in the fields of technology, treasury, and credit. Khun Charamporn
was Managing Director of the Bank's subsidiaries: SCB Asset Management in 1992,
Thai Thamrong Finance Company in 1994, and President and CEQ of SCB Securities in
1995 prior to returning to the Bank as Executive Vice President, Risk Management in
199% and Chief Information Officer in 2001. When the Bank set up its Business Cash
Management Division in 2002, he was appointed to head this strategic division.

3. DR. PAKORN PEETATHAWATCHAI

Executive Vice President, Division Head, Treasury Division

Dr. Pakorn graduated from King Mongkut’s Institute of Technology at Ladkrabang with
a Bachelor's degree in Engineering. He also earned a Master's degree in Business
Administration from University of Wisconsin {U.S.A.) and a Ph.D. in Finance & Economics
from Boston University {U.S.A). He is a specialist in the treasury business, especially
Structured Products. Dr. Pakorn joined the Bank in 1999 as a Vice President, Treasury
Division. He was Senior Vice President of the Treasury Division during 2002-2005. In
2005, Dr. Pakorn was appointed as Executive Vice President, Treasury Division where
he is responsible for products and services covering foreign exchange, money market,.
fixed income and derivatives.

4. MR. YOKPORN TANTISAWETRAT
Executive Vice President, Chief Risk Officer

Khun Yokporn has been with the Bank for over 28 years after earning his Bachelor’s
degree and Master's degree in Economics from Chulalongkorn University and
Thammasat University, respectively. His work experience covers the areas of economic
research, credit, and capital markets. Currently, Khun Yokporn serves as Chief Risk
Officer responsible for developing risk management as a core competency for the
Bank.

*Khun Yokporn was appointed as Senior Executive Vice President on March 1, 2006.
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From left to right

Mrs. Kannika Nagmsopee
EVP, Chief Financial Officer

Mr. Adrian Seow Chin Hwee
EVP, Group Head, Operations Group

Mr. Charamporn Jotikasthira
EVP, Group Head, Business Cash Management Group

Dr. Amarit Laorakpong
EVP, Division Head, IT Solution Delivery Division

Mrs. Chantima Chaturaphat
EVP, Group Head, Special Assets Group

Dr. Pakorn Peetathawatchai
EVP, Division Mead, Treasury Division

Mr. Yokporn Tantisawetrat
EVP, Chief Risk Officer

Mrs. Sutharnthip Phisitbuntoon
EVP, Chigf Credit Officer

5. MRS. SUTHARNTIP PHISITBUNTOON

Executive Vice President, Chief Credit Officer

Khun Sutharntip graduated from Chulalongkorn University with a Bachelor’s degree in
Economics (First Class Hons. with a gold medal). She also holds a Master’s degree
in Economics from Thammasat University. Khun Sutharntip joined the Bank as an
economist in 1978 before moving to a credit related position in 1992. Her experience
spans the fields of economic research and planning, industrial and service credit
analysis, as well as lending to both SMEs and large cerporates in addition to foreign
exchange and remittances. In 2001, she was Senior Vice President of the Credit Risk
Management Division where she was responsible for.credit risk management. In mid-
2004, she assumed her current position as Executive Vice President, Chief Credit
Officer,

6. DR. AMARIT LAORAKPONG
Executive Vice President, Division Head, IT Solution Delivery Division

Dr. Armarit has extensive skills, knowledge and experience in data management and
IT solution technology. Dr. Amarit holds a Bachelor's degree in Computer Engineering
from Chulalongkorn University as well as a Master’s degree and a Ph.D. in Engineering
from Tokyo Institute of Technology (Japan). Prior to joining the Bank, Dr. Amarit worked
' in the field of computer system management both in Thailand and Japan. Dr. Amarit
joined the Bank in 1996 as Vice President of the Applied Technology Office. He was
Senior Vice President of the Information Technology Planning ard Management Division
during 2002-2005. In 2005, Dr. Amarit was appointed as Executive Vice President, IT
Solution Delivery Division. He also heads the Data Management Division of the Bank.
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7. MRS. KANNIKA NGAMSOPEE
Executive Vice President, Chief Financial Officer

Khun Kannika holds a Bachelor’'s degree (Hons.) and a Master’s degree in Accounting
and a Bachelor’s degree in law from Thammasat University. She also holds a Master of
Management from Sasin Graduate Institute of Business Administration, Chulalongkorn
University. Prior to joining the Bank in 2001, Khun Kannika held various executive
positions at a foreign bank in Thailand, an international organization, and other financial
institutions. Her past experience spans the fields of accounting, finance, auditing,
and general management. During 1982-1992, she worked for Chase Manhattan
Bank (Bangkok Branch) as Country Financial Manager and Controller, and Country
Administrative Officer, respectively. Following that, she was Assistant Managing Director
at Finance One PLC and Chief Financial Officer at Sithe Pacific Development L.L.C. in
1998, Khun Kannika was the Bank's Executive Vice President of the Audit Group prior
to being appointed as Chief Financial Officer in 2004.

8. MR. ADRIAN SEOW CHIN HWEE

Executive Vice President, Group Head, Operations Group

Khun Adrian has 20 years of operational experience with Citigroup, the last 7 years being
spent with Citibank Thailand. He has extensive experience in both retail and corporate
banking operations with Citigroup’s operations in Singapore and Thailand. His past
management responsibilities cover process reengineering and re-design, centralization
and re-stacking, system integration and automaticn, as well as outsourcing and
strategic cost management. Prior to joining the Bank, he concurrently held the posts of
Senior Country Operations Officer and Credit Operations Director of Citibank Thaitand's
Global Consumer Group. Khun Adrian joined SCB in December 2004 as Executive
Vice President, Head of Operations Group. He holds a graduate Diploma in Banking &
Finance from the institute of Banking & Finance (Singapore).
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THE THAI ECONOMY IN 2005 AND
THE OUTLOOK FOR 2006

MACROECONOMIC
DEVELOPMENTS IN 2005

Despite the traumatic aftermath of the
tsunami disaster at the start of the year,
the Thai eccnomy continued to show
its resilience to internat and external
pressures and maintained a satisfactory,
albeit slower, growth rate of 4.5% in 2005
compared with 6.1%in 2004. The internal
and external pressures particularly higher
oil prices, avian flu outbreaks, continued
violence in the South, prolonged drought,
and rising interest rates were stronger
during the first half of the year and the
rate of economic growth much slower
than what had been anticipated. During
the second half of the year the rate
of economic growth improved as the
economy adjusted to some of these
pressures and as scme of these negative
pressures eased. The second half of
the year also saw: a) an easing of the
drought problem; b) a rise in exports
of electrical goods in response to
increased international demand; and
¢} animprovement in the services account
on the back of the traditiona! peak tourist
season, especially in the final quarter of
the year.

To a large extent other macro-economic
indicators remained within an acceptable
range. The persistent concern during the
year was with headline inflation, which
rose to 4.5% from just 2.7% in the previous
year. However, this sharp increase in
inflation was mainly attributable to the
escalating price of oil. Together with the
drop in agriculture exports in the first half
of the year, this caused a current account
deficit of US$ 3.7 billion (2.2% of GDP)
- the first time this has occurred since
1997, In addition, the main economic
impact of the tsunami disaster was a 2.5%
decrease in the number of tourist arrivals
as compared with the 16.5% increase
recorded in 2004. This resulted in a 10%
reduction in the services account surplus.
On the positive side, the unemployment
rate fell to a low of 1.7% versus 2.1%
in 2004.

The average value of the Thal Baht in
2005 was relatively unchanged from
2004 at around Baht 40.29 to the US
dollar. Overall, the Baht moved in line
with reglonal currencies. For the first half

of 2005, amidst a multitude of negative
depreciated

factors, the Baht from

Baht 38.74 to the US dollar in January
to Baht 41.47 in July. Subsequently, it
strengthened during the second half of the
year as economic conditions improved.

On the supply side, despite the siow down
in the agriculture sector, industrial output
continued to expand. In 20086, agricuiture
production declined by 3.1% due to the
prolonged drought. Nevertheless, farm
incomes rose by 20.2% as a result of
more favorable prices, thus cushioning
the shock to the
Manufacturing Production Index (MP])
increased by 9.2% and the capacity
utilization rate rose slightly to 72.6%,
edging close to the pre-crisis peak level
of 76.7% in 1995-1996.

rural sector. The

On the demand side, Private Consumption
(PC) expanded by 0.6% despite anincrease
in the cost of living caused by both the
rise in oil prices and higher interest rates.
The rate of growth in Private Investment
(Pl) slowed to 8.6% when compared with
the previous year due to a decline in
the production of textiles, food, leather,
and electrical appliances. Production in
export-related industries remained strong,
particularly in the electronics sector during
the second half of the year. Government
investment expanded by 11.5%, largely
because of the on-going construction of
Bangkok’s new international airport. Also,
government consumption increased by
12.8% when compared with 2004,

Monetary conditions in 2005 tightened
significantly repeated
increases in the Bank of Thailand's policy
interest rate that rose from 2% per annum
at the beginning of the year to 4% per
annum by the end of the year. Looking
ahead, the cycle of increases in the
monetary policy interest rate is expected
to continue until the second quarter of
2006, largely due to inflationary pressure
and the negative real interest rate level.
The upward adjustment in the policy

following  the

interest rate was followed by a lagging
adjustment in  commercial  banks’
benchmark interest rates in the second
half of 2005 as excess liguidity in the

financial system was absorbed.
OUTLOOK FOR 2006

At the time this report was written the
outlook for the economy in 2006 was fair-
to-good with GDP growth of between 4.5%
and 5.5%. The main growth drivers are
expected to be public-sector investment,
exports, and private investment. The
agriculture  and sectors are
substantially

tourism
forecasted to
from 2005 as the impact of the drought,
the tsunami disaster, and bird flu are
expected to recede. Meanwhile, Private
Consumption (PC) is expected to expand

improve

by 4-5%, despite prospects for higher
interest rates and a rise in the higher
cost-of-living following the improvement
in consumer sentiment. Concurrently,
Private Investment (Pl) is expected to
increase by around 12% over the previous
year, supported by the government's
investment promotion program and its
package of mega projects that should
result in about Baht 290 billion in capital
expenditure in 2006 alone. Clearly,
given the magnitude of the governments
planned investment, there is a risk to the
projected economic growth levels if these
mega-projects are delayed.
the political uncertainties that emerged
in the first quarter of the year make such
delays more probabie.

Moreover,

In terms of the external sector, the
current account is expected to again
record a deficit (estimate at US$ 3.0
to US84.0 billion). In large measure the
deficit is forecast to arise from imports
related to the implementation of the
government's mega-projects. In term of
exports, however, the outlook remains
favorable. Exports of manufactured goods
should continue to expand as indicated

by the ISM new orders - a leading
indicator for the demand of industrial
goods. Furthermore, as the drought
problem abates and the EU renews GSP
priviteges to Thai exporters, agricultural
exports likely to accelerate in 2006. The
major downside risk for Thai exports -
comes from competition from fower-cost
producers such as China and Vietnam.
Lastiy, thanks to the government's “Grand
invitation” campaign and with complete
restoration of the tourism infrastructure
in the six Andaman provinces, the number
of tourist arrivals is expected to exceed
15 million in 2006.

The major risks to economic growth
relate to both domestic and external
factors. External risks include continued
high volatility of oil prices and the globatl
economic slowdown, particularly in the
United States and China. Other external
risks include tensions arising from the
growing global trade imbalance and
the revaluation of the renmibi. These
risks may adversely affect the country’s
exports, trade deficit, and the value of
the Thai Baht. Domestic risks comprise
a delay in the implementation of the
government’s mega-projects, continued
interest rate increases, growing unrest
in the South, mutation of the bird flu
virus into some form of pandemic, and
sustained political instability. '
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INDUSTRY AND COMPETITIVE
OUTLOOK

A major new development during the
year was that the number of commercial
banks in Thailand increased from 12
banks at the end of 2004 to 15 at the end
of 2005. Four new banks — 3 with a full
banking license and 1 with a retail bank
license - were established following the
implementation of the Bank of Thailand's
Financial Sector Master Plan for the
development of the financial sector. One
banking license was returned following
a merger between two existing banks.
Clearly, with an increasing number of
players, competition is expected to
intensify in the future. The Bank remains
confident of its ability to both increase
market share and profitability in the years
ahead despite new competition.

As a whole the banking sector's financial

performance  improved  significantly

; Assets

| Shareholders’ Equity

‘ Net Loans

Deposits

Net Interest and Dividend Income
'Fees and Service Income

Net Profits

Source: Bank of Thailand

during the year. Aggregate net profits

reported by commercial banks grew
‘to Baht 92,846 million, an increase of
19.0% when compared with 2004, The
two major factors for the increase were
the higher interest and dividend income
from banks' growing foan portfolio and
the higher interest rates available in the
money market and the increase of fees
and service income.

The commercial banking system recorded
an increase in net lending of 8.7% year-
on-year to Baht 4,652,357 million,
mainly arising from strong growth in both
consumer loans and mortgage lending.
Also, manufacturing and commercial
loans increased at a modest rate on the
back of healthy economic growth. On
the other hand, loans related to property
development declined marginaily due to

ovsray s conrenmveovmioon_1+ |ALII
INDUSTRY AND COMPETITIVE OUTLOOK

slackening demand in certain property
segments. Notwithstanding the growth
that was achieved, competition in the
banking industry continued to intensify
in almost all sectors. At the same time,
all banks faced fierce competition from
non-banks which have more operational
tatitude in terms of the lending product
they can offer their customers.

Deposits with the commercial banking
system rose to Baht 5,597,559 million
but the rate of deposit growth slowed
to 5.5% when compared with 2004 as
deposit interest rates remained lower
than the inflation rate. Further, the Bank
of Thailand increased its policy indicative
interest rate (14-day repurchase rate) 6
times during the year (e.g. from 2% to
4%) and this left bond yields at a higher
level than those offered by bank deposits.
Conseguently, many depositors switched
their savings from commercial banks to
government and state enterprises bonds

from 5.50%-6.70% at the start of the year
to 6.50%-7,00% at the end of 2005.

Fees and service income increased 16.2%
to Baht 49,946 million mainly due to the
growth in business transaction volumes,
especially service fees from transfers &
collections, ATM services and electronic
transactions. The proportion of non-
interest income to interest and dividend
income was 21:79 for the year.

As of December 31, 2005 non-
performing loans (NPLs), which includes
loans classified as substandard, doubtful
and doubtful loss, amounted to Baht
461,075 million or 9.0% of total loans in
the commercial banking system. This
compares with NPLs of Baht 556,997
million (11.8%) at the end of 2004,

Looking ahead one significant challenge
faced by the banking industry is the
impending liberalization of the Thai

Commercial Banking System as of December 31, 2005

Commercial Banking System | o Change

7,006,370 6,424,612 9.1% 807,749
628,431 494,669 27.0% 97,695
4,652,357 4,278,415 8.7% 555,805
5,597,559 5306309 5.5% 822,431
197,022 159,280 23.7% 24,989
f19,946 22999 6% 9,717
92,846 77,998 19.0% 16,883

and other fixed income funds, By contrast,
the total asset value of fixed income funds
more than doubled during the year.

With loans expanding at a faster rate
than deposits, liquidity in the commercial
banking system declined. As a result,
commercial banks started to increase
deposit rates from the second half 2005
in order to reduce the spread between
deposit rates and the rising repurchase
rate of the Bank of Thailand. Deposit
rates were also increased in order to
boost liquidity to support the demand
for business lending. Conseguently,
the 3-month fixed deposit rates was
increased from 1.00%-2.00% at the start
of the year to 1.75%-3.5% by the end of
2005. Correspondingly, banks also raised
their lending rates which pushed up the
benchmark minimum lending rate {MLR)

financial sectar planned under the FTA
negotiations between Thailand and the
USA. If successfully endorsed by both
countries, Thai financial institutions will
likely face new and stronger competitors
- achallenge that can be met only through
enhancing operational efficiencies,
improving service quality, launching new
products & services, and institutionalizing
better risk management.

(Bt million)i:

11.5%
15.6%
11.9%
11.1%
12.7%
1%
20.3%

Siam Commercial Bank | Market Share
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Talad Noi Branch

PERFORMANCE AND PLANS

Business Overview and Major Development

OVERVIEW OF BUSINESS
STRUCTURE

Siam Commercial Bank PCL is a major
universal banking group in Thailand that
provides its customers with a wide array
of financial products and services that
are delivered directly by the Bank itself
or through one of its group or affiliated
companies.

Well beyond the core financial needs of
customers, such as through deposit and
loanaccounts,the Bank addressesthe more
complex needs of all customer segments.
Retail services include mortgage and
personal credit, ATM cards and services,
debit and credit cards, currency exchange
facilities, overseas remittances, as well as
investment & bancassurance products.
Corporate customers are provided with
business cash management, treasury
products, documentary credit, along with
debt and capital market products such
as financial services from the Bank's
subsidiaries such as securities brokerage,
asset management, financial consultation
and investment banking.

The Bank has six business groups -
Corporate Banking (serving corporate
and SME clients), Retail Banking (serving
individuals and small  businesses),
Business Cash Management, Treasury,
Private Banking, and Special Assets
{mainly NPL workouts). Also, the
Bank has 5 major financial services
subsidiaries - SCB Securities, SCB Asset
Management, Siam Commercial New
York Life Insurance, Samaggi Insurance,

and SCB Capital Services. Collectively,
the SCB group delivers universal banking
products that span all customer and
product segments.

The six business units are supported by six
functional and support groups - Human
Resources, Information Technology.
Risk Management, Operations, Finance
and Audit. In addition, the Bank
has established a Change Program
Management Office which facilitates
group-wide strategic planning, monitors
and supports its Six Sigma-related
projects, and executes major initiatives
that span ail of the Bank’s business
and functional areas. Lastly, the Bank
has a Corporate Communication Office
and a Board Secretariat & Shareholder
Services Office.

2005 PERFORMANCE
HIGHLIGHTS

Many of the Bank's achievements
in 2005 were outstanding and three
deserve special mention. First, above
market average expansion of earning
assets during the year contributed to a
considerable increase in both net interest
and dividend income. Second, the Bank
successfully maintained its market
leadership in wvarious products and
services, resulting in a very significant
increase in fee and service income
from bancassurance, credit cards, debt
& capital market, business advisory
services, and corporate trust activities.
Last but not least, aggressive expansion
of its retail footprint strengthened
the Bank's brand, fostered increased

customer convenience, and increased
customer wallet share from the sales
generated by the additional outlets. In
fact, this footprint expansion resuited
in the Bank’s branch and ATM network
being recognized as the largest in
Thailand at the end of the year — with 692
branches and 2,803 ATMs (that induced
the addition of 130 new branches and
844 ATMs in 2005). Furthermore, ali
branches now incorporate the unique
visuel branding and modern interior
design that has become a halimark of the
Bank in Thailand. In addition to its branch
and ATM network, the Bank increased its
number of nationwide foreign exchange
booths to 106 - making it the largest
provider of currency exchange services
to tourists in the country. The Bank
also increased its number International
Trade Service Centers to 38 and these
are located in all major commercial and
industrial areas. This rapid expansion of its
distribution capability has positioned the
Bank to competitively grow its franchise
in the years ahead.

On a bank only basis net profit for 2005
rose to Baht 18.9 billion from Baht 18.5
billion in the previous year despite the
fact that in 2004 the Bank booked a
one-time capital gain of Baht 8 billion on
the disposal of non-core investments, as
well as commenced payment of taxes
amounting to Baht 607 miltion in 2005,
The more appropriate comparison is
core profits (defined as profit before
provisions, income tax and excluding
investment gains) which increased by
29% when compared with the previous

year. This strong earnings performance
exceeded the targets set by the Bank and
attests to the Bank’s continued success
in almost every business area.

The Bank’s asset base expanded at a rapid
pace. The totai loan portfolio {(Bank only)
rose by 8.7% in 2005, outperforming the
target set for the year. Totat normal loans
(excluding NPLs) increased 14,7% thanks
to dramatic growth in the retail segment.
In addition, the SME segment showed
strong performance throughout 2005.
Meanwhile, the Special Assets Group's
portfolio of NPLs contracted by 23.3% in
2005, reflecting diligent restructuring and
work-out of the legacy NPLs that dated

[0 sMEs [] Retails

Remark: ~Total loans above do not include NPLs.

3 corporate

back to the economic crisis.

Total income in 2005 (Bank only;
excluding one-time gains on the disposal
of non-core investments of Baht 8 billion
in 2004 and Baht 0.8 billion in 2005)
soared 22.0% from the previous year,
driven by strong growth in lending and
fee income in all customer segments. The
Bank's net interest and dividend income
to non-interest income ratio (excluding
gains on investments) stood at 64:36,
similar to the previous year’s ratio. The
exceptional 2005 operational results
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I Net Interest and Dividend Income
1 Non-interest income

culminated in an outstanding 21.0%
return on shareholders’ eguity.

in addition to driving financial
performance, the Bank made a strong
push in the areas of product innovation
and market leadership in its major
product categories, These new or
enhanced products were sold through
coordinated sales promotions and
campaigns to reach diverse customer
segments. Major product related
achievements in the year were as
follows:

* SCB Platinum Card: The SCB Platinum
credit card is a privilege-packed offering
to premium customers. Launched with
a glossy limited edition campaign in the
latter half of 2005, about 100,000 cards
were issued in 2005 alone, making this
card the undisputed market leader in
this lucrative and important market
segment,

.

SCB+SMS: The SMS transaction
alert service is the first of its kind in
Thailand, This service provides an
automatic transaction alert for all
credit card transactions or balances
exceeding a predetermined monetary
threshold. This free-of-charge value-
added service helps put the customer’s
mind at ease that their card has not
been compromised, and at the same
time reduces the Bank's potential
losses from card- related fraud.

Laser ATM: Many of the SCB ATMs have
been equipped with a laser scanner
that reads the bill payment instructions
through a quick scan of the standard
barcode on most bills. This service
increases customer convenience for
bill payment using the Bank's ATMs
- the largest ATM network in Thailand.
Customers who regularly use ATMs have
found this new service a convenient way
to pay for water, electricity, telephone,
credit card and other household bills.

Flight bookings via ATM: In association
with the budget carrier Nok Air and
other partners, the Bank launched the
world's first ATM-based flight booking
and payment solution. This service
highlights the new capabllities of the
Bank in its systems and operations
area.

“Chao Sua Noi” SME product: This
new product was launched to provide
quick credit facilities to high-potential
SME entrepreneurs. The new product

is designed to boost the Bank’s SME
customer base by enhancing access
and reducing customer cost.

. Factoring: The factoring service
was launched by the Bank in response
to the Bank of Thailand’s directive
to encourage banks to make funds
available to SMEs - both to boost
their liquidity and working capital. A
major focus of this product category
is to reach out and provide a seamless
credit service ta major supply chains in
the country.

Underwriter of the first Baht bonds:
The Bank, together with another
financial institution, acted as the joint
underwriter for the Thai Baht bonds
issued by the Asian Development Bank
(ADB). This first Baht bond issue by a
multilateral financial institution marked
amilestone in the internationalization of
Thailand’s bond market. Also, the Bank
co-managed, with another institution,
the Japan Bank for international
Cooperation’s inaugural issue of its
5-year Thai Baht bond worth Baht 3
billion.

Cooperation agreement with the China
Exim Bank The Bank entered intc an
exclusive agreement with the Export-
Import Bank of China (China Exim
Bank) to be its designated Thai financial
institution that provides financial support
to Chinese-Thai joint undertakings,
including raising Baht and Yuan currency
funds for Chinese-Thai investment
projects that are supported by the
two governments. In addition, through
this agreement the Bank will provide
export and import credits, international
settlement, and documentation services
to facilitate Thai business activities in
China.

PLANS FOR 2006

The Bank will continue to develop
strategies that facilitate the attainment
of its vision to be “the bank of choice for
customers, shareholders and employees”.
In particular, it will continue to initiate
efforts that will lead to the SCB financial
services group emerging as the Premier
Universal Bank in Thailand. As last year,
the Bank's core strategies are clustered
around a three-pronged push - Building
Business, Building Quality, and Building
People.

Under the Bank's Building Business
strategy the focus will be on acquiring
new corporate customers in target
markets, implementing a new business
model to substantially improve the Bank’s
market share in the SME segment, and
maintaining the Bank’s market leadership
position in the retail segment through
continued network expansion and the
faunch of new or enhanced products.

In addition, the Bank will increase its
the leverage from the combined SC8
financial services group by bringing to
the market compelling value propositions
based an its universal banking franchise.
The underlying aim is to provide above
average growth to in both margin and fee
based products.

In Building Quality the Bank will continue
to focus on delivering the best service
guality in the market despite its rapid
growth. A large part of these efforts
are already underway and are centered
around the Six Sigma methods and
measurements that the Bank has started
to apply to dramatically reduce the error
rate within its major processes so that the
process quality is at or near the Six Sigma
level. These efforts will be emphasized
during 2006 and are expected to be
reflected in very high levels of customer
satisfaction, lower costs, and greater
customer engagement.

Building People will focus on nurturing
leadership and a competitive spirit among
employees, creating a supportive learning
environment, and reinforcing employee
engagement, The Bank recognizes that its
long-term success can only be attained
with the support of its employees and
development of their capabilities.

In addition to the above strategies the
Bank will prepare for the migration to
the new Basel !l framewaork, improve its
processes for the management of liquidity
and interest margins in a volatile business
and political climate, as well as continue
10 contain costs within acceptable levels.
Also, the Bank plans a major upgrade to
its internal and external communication
capabilities.

As in previous years, many of the new
initiatives are conceived within and
executed under the transformational
Change Program of the Bank. This
Program has moved from building a solid
foundation, to nurturing growth, and now
seeks to achieve a sustainable market
differentiation. The initiatives under the
Change Program form the foundation of
the Bank’s capability building efforts.

In 2006, the Bank has set challenging

business goals. These can be summarized

by the following key financial targets for

2006:

= Return on equity of 15.7% (after tax)

» Loan growth of 10% - with a normal loan
growth target of 15% (excluding NPLs)

« Operating cost to income ratio of 51%

* NPLs below 7%

Talad Noi: 1908-1971

in 1908, the newly formed Bank moved
from its modest premises at Ban Mor
to the grand specially built premises
at Talad Noi, which at the time
was a bustling commercial district.
Concurrently, the bank invested in
modern facilities and equipment at this
new head office to expedite services
for its customers’ convenience.

Siam Commercial Bank's operations
expanded at a fast rate over the next
few decades - in particular through
growth of its branch network. The
Bank introduced  branch-banking
concepts to Thailand and, in turn, this
nurtured business expansion outside
the main business district of Bangkok
to all other parts of the country.

Talad Noi Branch

On Qctober 16, 1912 the bank opened
Ta Nam Rachawong Branch, the
first branch in Bangkok. After the
completion of the extension of the
southern railways line to Toong Song,
Nakorn Sri Thammarat, the Bank
opened its first, and the first for a Thai
bank, regional branch in Toong Song
in 1920. The Bank opered a branch in
Chiang Mai in 1927 and in Lampang
in 1930.

The branch banking system facilitated
the operations of the country's
embryonic monetary and fiscal
systems, provided money transfer
facilities in the upcountry areas, and
allowed the mobilization of funds for
the development of agriculture, trade,
and industry in each region.

On January 27, 1939 the Bank’s Thai
name was changed from Borisat Bank
Sayam Gummajon Thun Jumgud (Siam
Commercial Bank) to “Thanakarn Thai
Panich Jumgud (The Siam Commercial
Bank).

g aia, it
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Chiang Mai Branch
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Signing ceremony of the cooperation between the Siam Commercial Bank and The Export—import Bank of China

CORPORATE BANKING GROUP

The Corporate Banking Group is a major
companentof the Bank’s Premier Universal
Bank concept. The Group provides a full
range of credit and fee-based products to
major corporations, public sector entities,
medium-to-small sized enterprises, and
financial institutions. The aim of the
Group is to be the financial partner of
leading businesses in all key industries
and, at the same time, to significantly
enhance its market share in the medium-
to-small sized enterprise in the general
business sector.

2005 Performance Highlights
During the year, the Group increased
its overall lending by more than Baht 76
bitlion ~ a well above industry average
9.3 percent year-on-year increase-and
its aggregate lending volume reached
Baht 346 billion. In part, this increased
volume was achieved through aggressive
marketing to its existing client base of
over 3,200 customers in the corporate
and institutional sector and about 27,000
firms in the general business sector. In
addition, Baht 48 billion in credit facilities
were provided to new clients. Throughout
2005, the Group had also played a
significant roles in assisting clients to
overcome short-term difficulties caused
by unexpected adverse events, including
the provision of special credit facilities
for clients affected by the tsunami, flood,
instability in the southernmast provinces,
and the bird flu epidemic.

The Corporate Banking Division serve
clients in the corporate sector, including
financial institutions and public sector
entities. A full range of financial services,
provided by business units in the Bank
and its subsidiaries, are offered and
arranged by relationship rﬁamagers who
have in-depth knowledge of the clients’
business and financial requirements,
Accordingly, financial products and
services are tailored in a way that best fits

the unique requirements of each client.
The Bank is a key provider of credit to
major industries, including construction, real
estate, telecommunications, power plants,
agro-industries, infrastructure providers,
and hotels. A number of infrastructure-
related projects supported by the Bank
will help secure Thailand's energy security,
strengthen the country’s competitiveness,
and/or improve the standard of living of
the people at large. In 2005, the Bank
extended its services to cover Thai
business investments in China and
Chinese business investments in Thailand,
and entered into a cooperation agreement
with the Export and Import Bank of China.
This new agreement, unique among Thai
banks, will provide a foundation for the
Bank to support the expected increase in
business flow between the two countries,

The Business Banking Division serves
general business customers through
a nationwide network of 41 Business
Relationship Centers (BRC) and 25 satellite
centers. Again, customer services are
managed by relationship managers who
have a deep knowledge of the client they
serve as well as the local community. The
Division achieved impressive growth of
14.7 percent during 2005, Some of its
other achlevements were:
* shortening the loan approval cycle time
through redesigning the loan origination
process;

introducing new financial products that
provide better financial management
capabilities to business owners;

launching a credit-life insurance product
to cover long-term loan and working
capital - marking the first time that this
type of products has been offered to
business owners by a bank in Thailand,;
and

supporting the growth of clients’
businesses through active advisory
service and  knowledge sharing
programs.

A New Strategic Planning Division
of the Group was established in 2005
to develop new businesses through
identifying new market and product
opportunities for both the Corporate and
Business Banking Divisiens. Since its
establishment, this Division has led the
efforts to segment the Group’s customers
so that services can be better bundled
and tailored to the specific needs of each
segment, This Division has also organized
regular promotional and educational
events ta enhance communications to the
Group's customers,

A Business Products Division is
responsible for the development of new

financial products/services, as well as
enhancing the existing products. In
addition, it provides specialist sales

support to the relationship managers,

when required. Its activities are organized

around two broad product areas:

¢« Trade finance related products.
SCB provides trade finance services
through 38 International Trade
Service Centers which are located

throughout the country, particularly in
heavily industrialized areas. In 2005,
the Bank played a substantial role in
supporting Thailand’s international
trade activities, International trade
transactions facilitated by the Bank
increased by 26.9 percent with the
total transaction volume amounted to
over Baht 800 billion.

* Financial market products. SCB is
the market leader and has the largest
market shares in debt underwriting
and custodian service. Trustee and
registrar services are also offered to
institutional and fund management
clients. In 2005, the Bank underwrote
29 issues amounting to around Baht
89 billion, commanding a market
share of 24.0 percent. The bank also
underwrote the first Baht bond issue
for an international organization as
well as the largest ever securitized
bonds backed by aute hire-purchase
receivables. The offerings were a
major market success.

Plans for 2006

The Corporate Banking Group plans to
enhance its growth momentum and,
specifically, to increase its net loans by
around Baht 40-43 billion in 2006, or
around 11.5-12.5 percent increase. A
significant component of this increase wili
come from the general business segment.
Themajortargetindustriesthatwillaccount
forthisincrease are the large public-sector
organizations, especially for infrastructure
related projects, and the rapidly growing
sectors including automobile and auto-
parts, and agro related industries. In
2006, the Group plans to place special
emphasis on  strengthening the
skills of its staff through rigorous skill
development programs, mentoring, and
new recruitment. This focus is required
to support the growth of the Bank and to
develop financial advisory capabilities so

Or. Vichit Suraphongchai, Chairman of the Executive Committes received Bank of the Yesr Award 2005

from the Banker Magazine.
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that the Bank can serve as a true partner
for its business clients.

Another strategic thrust in the year ahead

will be to launch proactive marketing

initiatives pitched at new target
customers, These will include;

- opening 7 more Business Relationship
Centers in upcoming commercial areas
to expand the geographic footprint for
the general business segment;

- launching innovative financial and
risk management products to meet
the needs of the larger corporate
customers in a more complex and
volatile economic environment;

‘

increasing the use of electronic banking
products by leveraging from the Bank's
leadership in the implementation of
best-in-class systems such as the
advanced corporate internet banking
solution, FX online trading, and trade
online; and

- collaborating with key Bank subsidiaries,
which hold leading market positions, to
identify and develop joint products and
services that will provide a compelling
value proposition in the market place.

Finally, the Group will prepare for the
implementation of a new and fully
automated loan origination system by
the end of 2006, This new system, which
is developed using best practices in the
competitive business lending market
in the US, will provide a step-change
improvement in the Group's capability to
process new lending business in the years
ahead.

RETAIL BANKING GROUP

The Retail Banking Group is perceived as
the flagship business unit of the Bank.
It services both individual customers and
smallbusinesses. The individual customers
cover the mass market, the affluent, and
the high net warth segments. The group's
small business customers include traders,
the self-employed and professionals with
an annual turnover under Baht 20 million.

2005 Performance Highlights

« Inyear 2005, the Bank reached a major
milestone by emerging as the #1 Bank
in terms of the retail footprint in
Thailand - with both the largest
number of branches and the
largest number of ATMs. In order to
reach this landmark and further extend
its distribution capability across the
country, the Group added a record 130
new branches (23% growth) and 844
ATMs (43% growth) during the year. Of
these, 112 branches now operate 7 days
a week and fulfill the Bank’s promise of
“anywhere, anytime” banking. Further,
most of these new branches are located
in high traffic density locations such as

shopping malls, commercial buildings,
and industrial estates with natural
customer catchments.

Complimenting the footprint expansion,
branch customer service standards
reached a new height with more than
146 branches reaching a world-class
standard - independently measured
by The Gallup Organization using its
Voice-of-Customer methodology and
a global database of responses. This
higher level of customer engagement
is expected to generate significantly
higher customer loyalty, greater wallet
share, and sustainable future growth.
Not only is this customer engagement
standard another first in Thailand, but
it also underscores the fact that rapid
growth has been matched by dramatic
improvements to service quality.

¢ Finally, the Retail Banking Group
recorded another exceptionally strong
financial year. The aggressive goals
set for the year were exceeded and an
impressive 25% revenug growth was
achieved.

The above performance underscores a
major unfolding success story and the
Bank is proud of its achievements of its
retail banking franchise in Thailand. Other
highlights of this very successful year
were:

* Mortgages:TheBankisthe# tmortgage
lender among the commercial banks in
Thailand. In 2005, with the backdrop of
a highly competitive market, the bank’s
market share inereased by about two
percentage pointstoanenviable 30%, and
its total mortgage outstanding balance
increased by 19%. This was achieved, in
part, through increasing its alliances with
major property developers and, in part,
through the use of a committed on-site
direct sale teams throughout Thailand.

Bancassurance: The Bank strengthened
its #1 market position by further
increasing its market share in the

Khunying Jada Wattanasiritham
with Best Retait Bank in Thailand
Award from the Asian Banker

bancassurance market—a market which
it Is widely credited as nurturing in
Thailand only a few years ago. The Bank
now has a dominant 55% market shares
among the leading commercial banks.
With a strong cross-selling focus and a
large and growing number of targeted
campaigns, the Group achieved 42%
growth in fee income, which rose to a
record Baht 1.5 billion during the year.
The Bank's successful bancassurance
model is now considered best practice
and is being emulated by others in the
industry.

Credit Cards: The Bank continued
to build on its success story in credit
cards and reached the #1 position in
card numbers among the commercial
banks. The Bank increased the number
of cards it has issued to over 1.4 million
and, at the same time, achieved 33%
growth target in cardholder spending.

Of special note was the incredibly
successful launch of the new platinum
card. Anchored on a high profile
integrated launch campaign in September,
the card was an instant success with
Thai consumers, creating unprecedented
demand for this market leading premium
product. In fact, in just a2 few months
since its launch, the SCB Platinum card
has become, by far, the largest platinum
portfolio in Thailand and provides palpable
evidence of the Bank’s superior execution
capabilities.

in parallel with the growth in credit cards,
the number of debit and ATM cards also
increased by 23% to reach 5.4 million.

All in all, these achievements during
the year have propelled the Bank to
a leadership position in the cards
marketplace in Thailand,

* Mutual Fund: The Bank achieved

dramatic growthin this product category
and increased the total funds under
management by 157% to Baht 115

billion. This performance catapuited
the Bank's market share from a
#5 position in 2004 to number #2
position in 2005 - again, achieved
in an intensely competitive market.
The underlying reason for this major
success lies in its superior execution
capability — in this context, through
harnessing a strong cross-selling effort
by almost the entire branch network,
as well as by introducing produtts that
provide a simple yet compelling value
proposition.

Easy Call Center: During the year
there was a strong focus on enriching
the overall customer experience at
the call center, through substantial
enhancement of its systems. As a result,
not only was the center able to handie
more incoming calls (productivity
increase of about 30%), but it was also
able to significantly reduce the average
waiting time before a customer call was
answered by an agent. Of note was
the recent independent survey by The
Gallup Qrganization, which ranked the
Bank as #1 among the call centers
operated by Bank’s in Thailand.

Plans for 2006

The Retail Banking Group has ambitious
plans to maintain its growth momentum
in 2006 and further extend its market
share in Thailand, despite the competitive
pressures from existing and new
entrants.

Key to this ambition is the drive to
provide the best customer service
level in the country - as measured
independently by The Gallup Organization.
In turn, this goal can only be accomplished
by building superior capabilities and
nurturing employee commitment, In fact,
it is through this accelerated capability
building that the retail business will retain
customer loyalty, foster real differentiation
in a crowded space, and provide
sustainable growth and profitabiiity. in
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this context, the Bank aims to continue its
journey to attain a world-class customer
and employee engagement fevel - as will
be independently measured by The Gallup
Organization using their global database.

Major elements of the Plans for 2006 are

as follows:

« Mortgages: Further grow market
share to increase its lead as the #1
mortgage provider in Thailand among
the commercial banks, and at the same
time improve yield and portfolio asset
quality.

* Bancassurance: Strengthen the Bank’s
dominating #1 market position with
particular emphasis on acquiring new
customers and launching exciting new
products that meet with the needs of
specific consumer segments,

* Credit Cards: Sustain the #1 leadership
position by continuing to grow both
the credit card customer base and
cardholder spending with a strong
focus on portfolio profitability, and new
product faunches. At the same time,
the Group will continue to increase
the number of Debit/ATM cards at the
same accelerated pace as 2005.

Consumer Finance: In 2006 the Group
will launch new Consumer Finance
products to significantly increase its
loan portfolio and market share in
this segment. The broad aim for this
product group is to provide a significant
new source of revenue growth in 2006
and beyond.

Risk Management: Two  major
initiatives are nplanned to enhance
the Group's overall risk management
capabilities. First, a new and sophisti-
cated fraud management system
will be implemented to dramatically
reduce the losses stemming from
fraud in the credit and debit cards
product area. Second, existing credit
risk management processes will be
redesigned through the development
and use of behavior based scorecards
to improve overall portfolio quality.

Footprint expansion (branch and
service outlet growth): The group wilt
endeavor to maintain its #1 position in
Thailand. It will continue to expand its
distribution strength by opening new
branches and foreign exchange kiosks
as well as installing new ATMs. The
underlying aim is to increase customer
convenience (branch locationis cited as
the #1 factor by customers in selecting
a Bank), grow its customer base in the
retail market, and provide the highest
market visibility.

Easy Call Center: in recognition of
the growing customer preference for
electronic channels — both interactive
voice response and agents - the Bank

will further upgrade its systems in this
area to provide additional features and
peak-time capacity.

Six8igmaand serviceimprovement:
The Group will build on the process
improvement efforts of previous years
by improving both service cycle times
and reducing, if not eliminating, the
error rates.

Ultimately, the drive for excellence and
profitability in retail banking lies with
the people who work in the Group,
Accordingly, together with the Human
Resource Group of the Bank, the Retail
Bank Group will continue to invest in
developing the core skills of its retai
employees through a broad range of
programs. At the same time
engender deeper employee engagement
at all levels and fine-tune the new
performance management systems to
drive consistently high performance
across the board.

it will

BUSINESS CASH MANAGEMENT
GROUP

The Business Cash Management (BCM)
Group provides a full range of collection,
payment and liquidity management products
covering the needs of almost all of the
Bank’s customers - corporate, SME and
businesses, especially those who are the
industry's dominant players. Since its
establishment in 2003, the Group has
worked through a strong, nationwide
market presence, with on-site customer
implementation and after sales service
support, to attract an impressive customer
base. During the vyear it recorded
impressive growth to its business volume
in ali product areas - as is noted in the
performance statistics provided below.

2005 Performance Highlights
After only a few years of operations, the
BCM Group has captured a dominant
market share in major industries such
as agricuitural, finance, securities, mutual
funds, leasing, and insurance. In
particular, the group has maintained its
market leadership in the rapidly growing
bill payments segment through effective
leverage of its strong branch network
and self-service channels, particularly
the market leading laser ATMs and the
Internet.

At the same time, the Group has developed
collection services through the use of
advanced Internet technology integrated
with collection process to better serve
customer needs and build market share.

The Bank recognizes the importance
of technological advances in Internet
and Mobile technology to enhance

the effectiveness of secure financiai
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transactions. it aims to maintain market
leadership in electronic banking.

At the end of 2005, on the back of double
digit growth, the Group had approximately
28,000 active Financial Institution,
Corporate, and SME customers. Highlights
of the year were:

* Customer Acquisition and Campaigns:
In cooperation with the Corporate
Banking Group, the BCM group
aggressively extended its market
leadership to other industrial segments
through  acquiring  customers in
the electronics, pharmaceutical,
entertainment, retail, food and beverage,
government and hospital sectors. In

en King Fisher Holdings Group and

was established at the Asoke
branch, in one of the capitai's main
commercial district, to enhance
customer convenience;

- Anytime, anywhere service
convenience was enhanced through
the new 24x7 access via electronic
channels; and

- Special Savings and Money
Market (MM) deposits were
introduced for the large local
corporate customers and multi-
national companies to provide a
better return on excess liquidity.

» Service Quality: The Group started

to apply six sigma concepts to major

Key Statistics of Business Cash Management Group

Collection
Payment
Internet Banking

‘Collection via e-channel

addition, with the launch of the new
“Laser ATMs” and “Easy M-Pay” service
late in the preceding year, it initiated
successful campaigns to gain market
share in the low-value retail bill payment
services (B2C).

New Products: Complimenting the

marketing efforts was the drive to

introduce new products and services.

Products and services launched during

the year included:

- Anew Electronic Bill Presentment
and Payment (EBPP) product line,
using a state-of-the-art technology
solution from North America;

- An E-dividend Payment to provide
added customer convenience for
dividend payments;

- Anew Cheque Distribution Center

business processes with a view to
enhance service guality and customer
satisfaction

Plans for 2006

In the year ahead, the Group plan to
maintain its aggressive business expansion
thrust and rapidly move towards leadership
in all key product segments of the BCM
market in the country, particularly in high
volume or high growth products. The
Group projects a growth rate of 28% in
2006, based on the following business
strategies:

« Increase market share in selected
industries by using industry
specialists to tailor products and

services to better fit the needs of each
industry segment;

Accelerate cross-selling efforts to
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increase utilization of the BCM product
range among existing customers;

Promote customer shift towards
24X7 electronic channels through
campaigns - thus not only increasing
customer convenience but at the same
time reducing operating costs; and

Enhance end-to-end process quality
to ensure that the rapid business
growth does not impalr the underlying
quality of BCM services.

TREASURY GROUP

The Treasury Group of the Bank provides
a broad range of products and services
covering liquidity, investment, and risk
management. Its range of products
encompasses money market, fixed
income, foreign exchange, and derivative
instruments. The Group services all
customer segments of the Bank -
institutional, corporate, SME and retail
- through the Bank’s large nation wide
network as well as by direct access
electronic channels,

2005 Performance Highlights

In common with other business units of the
Bank, the Group recorded rapid growth to
its business volume and significant market
share gains. The highlights of the Group’s
achievements in 2005 were as foliows:

* Foreign exchange: The bank was
named the “Best Overall Domestic
FX Bank in Thailand” in the latest poil
conducted by Asia Money magazine.
The accolade was in recognition of
its comprehensive product offerings
covering alf market segments - the
inter-bank  market, corporate and
commercial customers, and retail
currency exchange services - utilizing
the bank's extensive distribution
channels.

Interest rate: SCBwas voted the “Best
Bond House 2005" and “Dealer
of the Year 2005" by Finance Asia
magazine and the Thai Bond Dealing
Center respectively in recognition of
its market share gains - capturing
19% market share among all banks
in the local bond market, In addition
to acting as a primary dealer in the
government bond market, the Bank was
also selected as a primary dealer in the
repo market in recognition of its role
and activities in the money market.
Derivatives: Since 2001, AsiaRisk
magazine has named SCB as the
“Best Loca! Derivative House” in
successive polls. This is in recognition
of the Group’s success in assisting
its customers in developing effective
derivative based risk management
solutions.

During the year, the Group implemented
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New look of Private Banking Group

a new straight-through, state-of-the-
art treasury system for its fixed income
trading activities (the FX and money
market modules were implemented in late
2004), The new system has significantly
enhanced the Group’s capability to offer
new products coupled with better internal
risk management and efficient back-office
systems.

Plans for 2006

The Group will further augment its
capabilities in the underlying FX, interest
rate, and fixed income markets, by acting
as a market maker for USD/THB options,
THB interest rate and fixed income
options, and credit derivative in 2006,

The Group plans to build its market share
in standard THB based products through
better promotion of its internet- based
“FX Online” service and more seamiess
connectivity to the Bank’s large retall
network. This will be supported by an
increased variety of vanilla products.

In terms of systems, the Group plans
to complete its new state-of-the-art
systems implementation by extending it
to cover trading activities in Hang Kong
and Singapore, and at the same time
implementing the remaining derivative
module.

PRIVATE BANKING

The Private Banking Group was established
within the Bank as a separate unit in late
2004 with the mandate to develop the
Bank’s business and related capabilities
to service the very top-end of the retail
market - broadly defined as customers
with a deposit or investment relationship
with the Bank in excess of Baht 20 million.
Accordingly, a new ‘relationship-based
wealth management’ business model
was launched in early 2005, This mode!

places a strong emphasis on providing a
personalized investment advisory service
for every customer in this segment. Initially
the emphasis will be on customers at the
key Head Office private banking center.
Over time, however, this will be followed
by a progressive roll-out of this Group’s
services wtih the aim of reaching private
banking customers throughout the Bank’s
branch network.

2005 Performance Highlights

Following the adoption of the new business
model in 2005, the Group was successful
inincreased its assets under management
by 31%. Taken in aggregate with the high-
end individual customers nationwide,
the bank's market share in this premium
customer segment is currently estimated
at around 24% - making the Bank the
market leader in this business in Thailand.

This exceptional performance is made
possible by two key factors:
s Firstly, customer preferences were

surveyed and a range of new investment
instruments introduced to meet their
need for a higher than average return.
Exampie of such investmentinstruments
including private funds, debt instruments
in toth the primary and secondary
markets, and structured notes.

Secondly, the relationship management
capabilities of the Group were enhanced.
Together with a strong focus on building
thecapabi\it‘\esofrelationshiprhanagers,
other private banking services~such as
custodial, concierge, and a host of other
privileges— were introduced during the
year.

In parallel with the growth of the Group's
business, a strong drive was initiated to
improve the confidentiality of customer
-refated information. This drive was
anchored on the Bank’s new information
security policy and practices. In particular,

a staff awareness campaign was initiated
to ensure that the importance of
confidentiality and related security
procedures is widely recognized.

Plans for 2006

The Private Banking Group plans to
impiement a Wealth Management
System in 2006 that will provide a
more comprehensive, efficient, and
sophisticated investment portfolio
management for customers.

In addition, the Group will offer better
structured and customized products that
will lead to higher levels of customer
satisfaction.

The Group expects that the new business
model will continue to contribute to the
growth of its assets under management,
projected at about 40% in 2006.

SPECIAL ASSETS GROUP

The Special Assets Group (SAG) was
established some three years ago for the
work-out of the Bank’s legacy portfolio
of non-performing loans (NPLs) and non-
performing assets (NPAs). The impetus for
the creation of the Group was the large
legacy portfolio of NPLs that arose in the
aftermath of the “Asian economic crisis”
of the late 1990’s. The underlying rational
for the consolidation of the Bank's legacy
portfolio is that through a concentrated
focus of the Group would be able to
accelerate the resolution of the Bank’s
NPLs.

As of December 31, 2005, the Bank's
NPLs portfolio stood at Baht 57 billion,
comprising corporate, SME, and retail
loans. Retail NPLs are mainly managed
by 36 Special Assets Centers across
5 geographic regions. While the Bank
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gives every opportunity for debtors to
restructure their Ioans, prompt legal
action is taken against non-cooperative
debtors.

NPAs at the end of December 2005 stood
at Baht 19 billion (4,392 asset items).
The Bank acquires NPAs mainly through
restructuring  schemes, purchases at
auction that take place at the end of
the judicial process, and deeds in lieu
of payment. The thrust of managing
NPAs is to dispose of acquired assets
expeditiously, afthough short-term rental
is considered where market conditions
preclude a reasonable sale,

2005 Performance Highlights

The  Group  successfully  resolved
approximately Baht 12 billion worth
of NPLs during the year, leading to a
decrease in its NPLs/gross loan ratio
from 13.1% in 2004 to $.3% in 2005. In
addition, another Baht 22 billion worth of
NPLs were resolved in colfaboration with
SCB Capital Services Co., Ltd. A further
Baht 2.4 billion worth of NPLs were sold
to investors. As a result of this reduction
in NPLs, the Groug was able to transfer
more than 10% of its staff to other units of
the Group to expand Bank's business.

Finally, the Group sold approximately
1,393 NPA items for about Baht 3.7 biilion.

Plans for 2006

The Group plans to reduce NPLs by
approximately Baht 18.6 billion and to
sell some NPLs in its portfolio to the
Asset Management Company (AMC),
established by the government, and other
private entities, After this substantial
reduction, eleven Special Assets Centers
will be wound down and their staff
transferred to other business units of
the Bank. To prevent incidences of NPL
lapses and relapses, a strong emphasis

will be placed on debt pay-off, and where
necessary, the Initiation of legal action.

With respect to NPAs, the target is to
dispose of Baht 4 billion worth of NPAs
either through sales organized through the
Bank’s large branch network or by big-lot
sales to interested investors or brokers,

SCB SECURITIES CO., LTD.

Established in 1995, SCB Securities Co.,
Ltd. (SCBS), a wholly owned subsidiary of
the Bank, has rapidly grown to become
one of the best and most integrated
investment banks in Thailand. its product
offering spans the entire spectrum of
services offered by an investment bank -
from financial advisory services to raising
capital to securities trading, and a host of
related financial services.

Since 1997, SCBS has helped companies
raise nearly Baht 100 billion in equity
funds and Baht 230 billion in debt in the
capital markets, and advised on over Baht
80 billion worth of debt restructuring
transactions. On the investors’ side, it is
now one of the top three brokers on the
Stock Exchange of Thailand (SET), with
over 240 licensed brokers supported by a
highly regarded Research and Investment
Strategy departments. With a proven track
record, SCBS is ideaily positioned to forge
a link between investors and investment
opportunities.

2005 Performance Highlights

Although the decline in Thailand's stock
market performance resulted in a drop in
revenues of 3% from Baht 1,520 millien
last year to Baht 1,475 million, SCBS
was stil! able to record a number of
achievements in 2005
« Improving to its brokerage ranking from
5th to 3rd, with a 5.2% market share

and Baht 419 billion volume - this
marketshare gain was achieved in an
intensely competitive market.
Underwriting of SATTEL's Baht 3.7
billion public offering (PO).

Book-runner mandate for the large
upcoming IPOs of TOT Corporation
PCL, Thai Beverages PCL, and DTAC
PCL.

Launching of “SCB Quant Asset
Management Co., Ltd.” (SCBQ) - a
wholly-owned subsidiary specializing
in equity derivatives for retall and
institutional investors.

Plans for 2006

* Continue to Increase its brokerage
market share by improving the
productivity of the retail marketing
team, and enhancing the breadth and
quality of its research.

Expanding the range of its products
to include equity derivatives, stock
borrowing and lending, property
funds, and other emerging financial
instruments.

Forging a solution-based strategic
partnership with key corporate clients.

Continuing to leverage from cross-
selling opportunities available across the
SCB financial services group under the
universal banking umbrella, thus offering
a truly comprehensive range of financial
products and services to corporate and
retail clients.

SCB ASSET MANAGEMENT
co., LTD.

SCB  Asset Management Co., itd.
{SCBAM) was established in 1992 and
became a wholly-owned subsidiary of the
Bank in 2003. SCBAM provides three
types of asset management services:

mutual funds, provident funds, and private
funds.

Mutual funds represent the core of
SCBAM's business. This family of funds
includes equity funds as well as fixed
income funds, both long- and short-term,
for retail investors. Anchored on the
principle of customer value, the SCBAM
range of funds is both easy to understand
and provides a consistently outstanding
performance.

In addition to fund management, SCBAM
also provides an investment planning
service to potential investors so that
they understand the investment options
that are available to them and make the
choice that best fits with their needs and
risk appetite. This investment planning
service is provided through personal
financial advisors who are located at
major branches of the Bank.

Key to the success of SCBAM s its ability
to leverage from the Bank’s entrenched
position in the retail financial services
industry - a key advantage that only &
few fund management companies enjoy.
Exclusive access to the Bank's strong
distribution network has enabled SCBAM
to grown from strength to strength - with
a rapidly increasing market share that
ranks second at the end of 2005.

2005 Performance Highlights

In 2005, SCBAM's performance was
outstanding -as attested by the
remarkable growth in its market share in a
very competitive market. Highlights of the
year were as follows: _
« Market share of domestic mutual
funds under management (excluding
country funds, and resolving financial
institution problem funds) increased
from B.86%, with a ranking of five at the
end of 2004, to 14.68% and the second
highest ranking.

Mutual  Funds under management
increased from Baht 43.0 billion in 2004
to Baht 113.8 billion, 2 gain of 165% - the
largest increase of its kind and achieved
in a very competitive market.

Consistently outperformed fund
performance benchmarks over the past
3 years.

Launched Fund Book for unit holders of
SCB Savings Fixed Income (SCBSFF),
Long Term Equity Fund (LTF) and
Retirement Mutual Fund (RMF).

Increased the customer base by 35%
from 83,000 unit holders to 112,500.

Plans for 2006

* SCBAM has set an ambitious aim to
move to the top ranking position in the
market, with projected growth of assets
under management of around 25%.

SCBAM has adopted a twin growth




focus - of increasing wallet share
of its existing customers and, at the
same time, aggressively expanding its
customer base.

SCBAM has set a longer term goal to
sustain its market leadership through
enhancing  customer  convenience,
simplifing  product features, and
continuous development of the skills of
its sales force.

In 2006, SCBAM will strive to move
beyond its leadership position in mutual
funds, by expanding the market share of
its private and provident fund business.

THE SAMAGG! INSURANGE PCL

Estatlished in 1947, The Samaggi
Insurance Pcl (SMG) was listed on the
Stock of Thailand (SET) in 1986, With a
strong capital base of over Baht 1,821
million, SMG provides fire, marine, car,
and miscelianeous insurance (including
personal and health insurance) to 3
nationwide base of clients. As at January
2006, the Bank had a 60.5% stake in the
company.

2005 Performance Highlights
Key achieverments in 2005 are as follows.

Increased premium income by 21.79%
from Baht 1,493 million to Baht 1,818
million.

Improved premium based market
ranking from # 17 to # 14 among the
76 general insurance companies in the
country. Also, it was ranked in the top
five in the personal insurance market
and in the top ten in fire insurance
market in 2005,

Successfully acquired, on a coinsurance
basis, the business of the Suvarnabhumi
Airport Rail Link and City Air Terminal
Project, @ huge project with a total
value of Baht 11,480 million.

Improved underwriting quatity by setting
up an underwriting committee  with
formalized underwriting guidelines.

Plans for 2006

» SMG will introduce a stronger risk
management program that will comply
with the Bank of Thailand’s regulations

for risk-based capital arising from
the new consolidated supervision
framework with the Department of
Insurance.

« SMG will aggressively market its range
of products to position it within the
top ten non-life insurance companies,
In part, this will be achieved through
capturing the insurance business arising
from mega projects and, in part, through
increasing its share of the retail business
by leveraging from the Bank's strong
retail financial services franchise.
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SCB CAPITAL SERVICES CO., LTD.

Established in 2004, SCB Capital Services
(SCBCS), a wholly owned subsidiary of
SCB Securities Co., Ltd., is the first private
company in Thalland to be approved by
the Bank of Thailand to directly service
commercial banks in the resolution and
disposition of non-performing loans (NPLs)
and other distressed assets. SCBCS offers
a wide spectrum of services to both focal
financial institutions and foreign investors,
including financial advisory services
relating to NPLs such as conducting due
diligence, providing portfolio valuation,
and servicing of any acquired portfolio. Its
core capability is to provide loan work-out
services and restructuring of & specific
borrowing to enhance value.

2005 Performance Highlights

In the first full year of operation, SCBCS
has worked towards the resolution or
restructuring of around Baht 40 billion of
the Bank's impaired assets — invariably,
the more difficult cases. In this context,
SCBCS, in collaboration with the Bank’s
business units, has completed the
resolution or restructuring of over 3,926
cases worth Baht 16,53 billion, accounting
for about 40% of its total portfolio.

In addition, SCBCS also had a pivotal role
as the financial advisor and organizer for
the Bank’s aggressive sales program for
its non performing assets.

At the end of the year, the company
posted a net profit of Baht 71.46 Million.

Plans for 2006

SCBCS will continue to serve as the focal
point for the Bank to reduce its NPL level
to below 7% in 2006, consistent with
the ambitious target set by the Bank of
Thailand to reduce the system-wide NPLs
to below 2% by 2007. Also, SCBCS plans
to extend its service coverage to other
financial institutions in the country, who

can benefit from its unigue capabilities.
CHANGE PROGRAM

The Board of Directors adopted an agenda
for 2 comprehensive Change Program in
late 2001, This agenda seeks to achieve
deep-rooted and cantinuous change with a
view to transforming and repositioning the
profitabitity and competitive perfarmance
of the Bank’s franchise in all its major
business areas.

In terms of governance, a progress report
is provided at every Board meeting, while
the Program itself is the responsibility
of the Change Program Steering
Committee (CPSC). The CPSC s
chaired by the Chairman of the Executive
Committee, comprises most of the senior

executives of the Bank, and usually meets
twice a month. The CPSC sets the overall
direction for the Program, endorses
project charters, resolves resource-related
conflict, monitors progress against plans,
and reviews whether anticipated benefits
are realized on completion of the projects.
The Change Project Management
Office assists the Committee, particularly
to support its monitoring role and in
communicating information to the Bank’s
employees using a variety of channels,

Over 40 projects have been completed
since the inception of the Program, and
collectively they have succeeded in
transformingthebusiness model, structure,
systers, processes, and practices of the
Bank. in turn, this transformation has led
to above average growth and profitability
of the SCB financial services group.

The changes have taken place in phases
and, further, in waves within each phase.
\n the early years, the focus was on
building a strong foundation across the
SCB financial services group, including
the implementation of new business
models, redesign of processes and
implementation of core information
systems. Internally this is referred to
as Change Program |. From 2004 the
focus shifted to accelerating business
growth, improving guality and building the
skill base of the employees. Internally
this phase is referred to as Change
Program Il. The current focus, adopted
in late 2005, is on nurturing differentiated
capabilities so that the growth and profit
momentum have long-term sustainability.
tnternatly this phase is referred to as
Change Program Il

Acomposite set of Bank-wide performance
indicators are routinely tracked and the
results reported to the Board of Directors
in order to monitor progress in terms of
value to customers, shareholders, and
employees.

2005 Performance Highlights
The major projects completed by the Bank
in 2005 included the following:

developed a new group governance
model for the SCB financial services
group to better leverage the coltective
capabilities of the business units within
the Bank and its key subsidiaries to
deliver unique and competitive value
propositions in the marketplace;

implemented a state-of-the-art solution
for Electronic Presentment and
Payment for business-to-business (B28)
transactions (a first in Thailand);

completed a substantive upgrade to
the Credit Card System to meet
the challenges of rapid growth in this
segment;

* completed two separate projects
related to Base! Il Compliance
aimed at facilitating the Bank's early
adoption of this new framework for
monitoring capital adequacy. The first
project consisted of an internal project
that focused on identifying any gaps
that stood in the way of meeting these
new requirements and by formulating
an approach for closing such gaps
expeditiously. The second project
focused on making an assessment of
the progress that the Bank has made
towards Basel Il compliance. This latter
project was conducted by a consuiting
firm gpecializing in this area;

implemented a new business medel for
the Private Banking business unit with
a strong focus on wealth management
functions and related capabilities. From
available data, it appears that SCB has
the largest franchise in this segment
(generally defined as customers with
assets under management of Baht
20 billion or more) within Thailand
and the aim is to sustain this market
leadership;

completed the development and roll-
out of a new role model for the
senior managers within the large retail
distribution network to ensure that
they are more proactive, innovative
and accountable for the performance
of retail outlets within their respective
span of control; and

completed two beta projects as a
prelude to a wider roll-out of Six
Sigma based techniques for improving
process quality by reducing operational
errors, improving service cycle times,
and enhancing productivity. These two
initial projects, run concurrently with
a comprehensive training program,
achieved the project’s ambitious project
goals that had been set and served to
affirm the value of this methodotogy to
the Bank. The Bank will train the next
batch of employees in 2006, and at the
same time apply this approach to other
processes within the Bank.

In addition to the above projects, 12 major
longer-term projects were initiated during
the year and these are covered under the
discussions of the Bank's plans for 2006.

Plans for 2006

The Change Program will enter its fifth
year in 2006. Differentiation, the stated
goal of the Program in 2006, will come
through rapidly building new capabilities
across the Bank ~ often entailing initiation
of projects with much complexity or with
a leading edge dimension.

Projects that should be completed during
the year include the following:

« Implementation of a2 new Corporate/
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SME Loan OQOrigination System and
the related credit risk and portfolio
management systems (under the
combined name of WIN - Wholesale
Integration Network). The project was
initiated in December 2005 and should
be completed by the end of 2006, It
will provide streamlined and fast-track
processes for customer management,
Ioan processing, credit risk ranking, and
loan portfolic management.
Implementation of a new Wealth
Management System to provide
new capabilities in the private banking
segment in terms of asset allocation
and wealth management.

Introducing features for the
recently implemented Electronic Bill
Presentment and Pay'ment System
that will support business-to-customer
(B2C) transactions and provide the
Bank with a competitive edge — another
first in Thailand.

new

The design and implementation of an
Enterprise Data Warehouse that
will provide improved access to, and
analysis of, the Banks information
repositaries for dramatically improved
marketing capabilities, risk analytics
and comprehensive segment reporting.
The implementation of the first phase
of a new integrated HR Management
System to radically enhance the
Bank’s ability to support HR service
capabilities, including I-recruitment, e-
learning, and employee self-service.
implementation of a new business
model, including the redesign of
major processes and implementation
of a new organization structure, for
the Operations Group of the Bank.
This will enable the Group to obtain
productivity improvements, increase
internal customer satisfaction, and
develop flexibility to meet the rapid
growth requirements of the Bank.

Implementation of a Market Risk
Measurement System for better risk
analysis, effective decision-making, and
positioning for the use of an internal
model that will reduce capital charges
compared to the existing approach.

Implementation of a new waorld-class
Fraud Detection System to reduce
the exposure to losses from fraudulent
credit card transactions for the benefit
of the Bank, merchants and the Bank's
customers.

Implementation of a new integrated
Procurement System together with
better policies and redesigned
processes with the aim of to enhancing
the efficiency and effectiveness of
procurement-related activities within
the Bank.

Consolidation of the operations and

systems at the Bank's Hong Kong
and Singapore branches so that

they use the same platform as the
Bank's business units in Thailand,
thus improving the efficiency and
effectiveness of these two branches.

Designand adoption of a comprehensive
Business Continuity Planning
Framework to ensure the effective
recovery and resumption of normal
operations following a catastrophic
business disruption.

institutionatization of the Six Sigma
approach as a key continuous process
improvement activity within the Bank.

The Change Program is a journey.
The Bank's efforts so far represent an
endeavor to embrace true change at
all levels. Many more initiatives are
planned so that the Bank is able to
continuaily adapt to the fast changing
competitive environment by building
new and differentiated capabilities
- thus establishing a sustainable
competitive edge.

HUMAN RESOURCES GROUP

The opening of 130 new branchesin 20085,
the significant growthincorporate banking,
the Bank’s cash management and other
businesses, the accompanying increase
in the size of the Bank's operations,
technological developments and other
functional areas have all contributed to
a demand for people resources that is
unprecedented in our Bank’s history.

And this is only the beginning.

As we look ahead to the future and
our mission to become the country's
premier universal bank, we will need
more executives in leadership positions
who share the Bank’s vision and values
who are able to inspire and energize the
people around them. We will need more
managers who understand the Bank's
strategies as well as managers who are
fully committed to our mission of building
our business, building quality and building
people. Finally, we will need an expanded
workforce that is better prepared, better
motivated, and more deeply engaged than
ever before.

A great deal has already been
accomplished in this regard, but much
more is in the pipeline.

Leadership Development

A new one-year Executive Leadership
Program - involving 20 of the Bank's most
senior executives ~ commenced last year,
Apart from a series of intensive workshops,
this program also requires each participant
to work through a. personal development
plan with the help of an executive coach.

A second program — Leadership Program

for Managers - is already in the pilot stage
and will be rolled out to approximately 120
executives in 2006, Each participant will
undergo a six-month journey of personal
discovery, learning and growth.

Management Training

We have long recognized that traditional
management training programs with
a “one size fits all” approach to adult
learning is woefully inadequate in helping
all our managers meet the challenges of
their specific assignments. While there
are obviously scme common elements to
their training requirements, the context
of their work environment significantly
determines the content and nature of their
development. Thus, our training programs
for branch managers, business center
managers, operations managers and
others are designed specifically with their
responsibilities in mind and are rooted in
the reality of the day-to-day demands of
their positions.

Job Skills Training

The explosive growth across all categories
of business means that the acquisition and
development of new talent is an on-going
and dynamic process. While our programs
for the training of teflers, call center
agents, collections agents, relationship
managers, credit officers, account analysts
and sales personnel are well-received and
very successful, we are committed to
the continuous improvement of both the
content and the delivery methodologies of
all these and other programs.

Training Facilities

Not surprisingly, the sharp rise in training
activities has resulted in an equally sharp
increase in the demand for training
facilities and resources. Qur training
centers in Chiang Mai and Tawanron,
along with the dozens of training rooms
at our Head Office, have served us well
for many years. But these facilities are
no longer sufficient to meet the Bank’s
current needs.

In respanse to this urgent and critical need,
two teller training centers (capable of
training more than 100 tellers per month)
have been opened in Bangkok, and are
currently working at full capacity, The SCB
Learning Center, a multi-media learning
laboratory adjacent to our Head Office,
has proven to be extremely popular since
its inauguration about a year ago, and it
is now open 13 hours a day on workdays
and 6 hours a day on Saturdays.

Two new multi-purpose training centers
(located at Chidlom and Rama IV) are
under construction and are expected to
be fully operational by April 2006.

Health and Personal Growth
Samraanram, a new health and recreation

center at the SCB Park camplex, opened
in 2005. itis a multi-level facility that offers
a wide range of activities and rescurces
for the well-being of employees, including
purpose-built spaces for aerobics, yoga,
meditation, karacke, internet, snooker
and table tennis. There is also a media
lounge, an employee health clinic and
two halr dressing salons. A second health
clinic is scheduled to open at our Chidlom
facility in April 2006,

Every month, the SCB Learning Center
organizes seminars on health, nutrition,
personal care, travel, leisure or other
subjects of interest to our employees.
These events are weli attended and we are
looking to expand our range of activities
that will serve to enrich the workplace
experience.

Lastyearwas also the year when more than
1,000 employees signed on for English
language lessons through our English
Language Lab or through the AUA network.
Others have opted to study Mandarin for
both personal and professional reasons.
We are also currently testing an on-line
Engfish program that will be more easily
accessible to more employees throughout
the country.

Employee Engagement

The Voice of the Employee program
was launched in September 2004. This
program consists of two components.
The first component is an annual survey
that measures the level of employee
engagement at SCB, focusing on
how employees feel about the Bank's
direction, strategies and leadership. This
survey is also designed to determine what
employees think about their individual
roles, growth opportunities and work
environment.

The second component of the program
is a massive effort to mobilize managers
at the grass-roots level to enhance the
workplace experience for their teams
and, thereforg, raise the level of employee
engagement. While the progress in the
first year has been remarkable, even more
aggressive targets have been set for 2006
so that we can benchmark ourselves
against world class standards in Gallup's
database.

Performance and Rewards

SC8 is firmly committed to a “pay-for-
performance” philosophy. Annual salary
increments are inextricably tinked to, and
measured against, individual objectives and
performance expectations. The performance
bonus program (introduced in 2004} and the
deferred bonus program (introduced in 20Q05)
are both designed to reward excellence in
performance at all levels of the organization,
giving due consideration to both individual
and team contributions.
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More and more activity-specific
recognition and incentive programs are
also being developed and impiemented
to reward outstanding achievements
by individuals and teams. The high
performance standards associated with
these programs have been infectious,
resufting in higher [evels of performance
all around.

INFORMATION TECHNOLOGY

Information technology serves as the
backbone of the Bank's infrastructure
across all of its business and functional
units. Starting from the end of 2002, the
Bank launched an ambitious program for
Building IT Effectiveness known as
BITE. Over the last three years, almost all
the required building blocks have been put
inplace to provide arobust and functionally
rich environment, with very high levels of
systems avallability and performance.
Furthermore, these investments are
totally aligned with the Bank’s needs for
rapid growth, differentiated products, and
very high levels of availability.

The Bank’s IT functions are centralized
and encompass development, delivery
operations, architecture/design, data
management, quality assurance, and
information security. During the year a
customer service division was added to
foster a close rapport with internal users
so that the Bank can better respond to
their technology needs and aspirations.

The IT Group supplements its resources
by working in close partnership with
selected service providers who are based
in Thailand and overseas, Apart from
complimenting the resource and skifl
base of the IT Group, these partnerships
allow the Bank to extend its environment
to encompass better delivery capabilities
and know-how to a level that matches the
IT environments found in the mature IT
environments of developed countries,

The underlying aspiration of the Bank's IT
Group is to acguire, implement, operate,
and maintain world-class systems that
are supported by an industrial strength
architecture and operating environment
to satisfy the demands of its internal
customers - coupled with the most
efficient use of resources. Increasingly, as
the Bank looks beyond its core systems.
For example, the Group is planning to
pilot new and emerging technologies that
hold the promise of substantive business
benefits. Itis primarily for this experimental
thrust that the Bank seeks to expand its T
partnership mode! so that it can operate
more comfortably at this feading edge.

SCB Awards Day

2005 Performance Highlights
The major information technology projects
completed in 2005 were as foliows:

* A relentless drive throughout the year
to enhance the availability levels of
all mission critical systems on a 24x7
basis to near fault tolerant fevels in line
with an emerging world-class standard.
This has resulted in significant changes
to operational procedures and
practices, so that any problems are
rapidly addressed and a root-cause
analysis formulated to resolve the issue
expeditiously. Concurrently, the level
of system and network redundancy
has been expanded to enable a near
seamless fallback in terms of an
alternate processing capability.

Expanding the night-time window for
customer facing systems, particularly
ATM and the electronic channels, to
near 24x7 levels, thus providing an
anytime, anywhere service for most
customer initiated transactions.

implementing a wcerid-class solution
to provide Electronic Presentment
and Payment for business-to-business
(B28B) transactions — leveraging from
the solution capabilities available in the
North American marketplace.

Upgrading the Credit Card System
to meet the demand for rapid business
growth and new differentiated

preducts.

Implementing a major new module
within the Treasury Management
System to provide additional business
products with market leading features.

Enhancing the loan processing engine
to process the new factoring product
line.

Implementing a very significant number
of enhancements during the year to
fine-tune the production systems to
better address the needs of the users or
to meet new compliance reguirements.

An all time record of 775 different
change requests of varying magnitude
and significance were received, and
the Group rose to the challenge by
implementing about 665 enhancements
during the year.

Upgrading the systems and network
throughout the vyear that included
adding significantly increased
bandwidth nationwide. The capacity of
the mainframe host, other servers, and
the system’ storage capacity was also
increased. Also, the renovation of one
of the two Data Centers was completed
to provide the necessary environment to
meeting near fault tolerant operational
standards.

Better classifying data and ‘improving
data management practices as a
prelude to the implementation of an
enterprise data warehouse in 2006.

Enhancing Information Security
management practices through new
policies, better awareness, improved
tools, and more effective processes.

The growth in the Bank's transactions
volumes has mirrored the Bank's business
growth. In 2005, total transactions
increased by about 27% to reach almost
36 million transactions per month by
the end of the year. In particular, ATM
transaction volumes alone grew by 51% to
reach a daily peak of 2 million transactions
per day at the end of the year.

Plans for 2006

The Bank has ambitious ptans for 2008.

Expected highlights are as follows:

» Implementation of a new Corporate/
SME Loan Origination System and
the related credit risk and portfolic
management systems (under the
combined name of WIN - Wholesale
Integration Network},

+ implementation of a new Wealth
Management System for the Private

Banking Group.

* Implementation of B2C capability for
the new Electronic Bill presentment
and Payment System - another first
in Thailand for the Bank.

* Implementation of an Enterprise Data
Warehouse that will provide improved
access 1o, and analysis of, the Bank's
information repositories together with
improved enterprise-wide management
of data.

« Implementation of the first phase of
a new integrated HR Management
System to support new HR service
capabilities, including i-recruitment, e-
learning, and employee self-service,

* Implementation of a Market Risk
Measurement System for better risk
analysis, effective decision-making, and
positioning for Basel Il compliance.

* Implementation of a8 new world-class
Fraud Detection System to reduce
the Bank’'s exposure to losses from
fraudulent credit card transactions,

« Implementation of a new integrated
Procurement System to enhance
the efficiency and effectiveness of the
procurement function.

« Consolidation of the systems at the
Hong Kong and Singapore branches
to the same platform as used by the
business units in Thailand.

* Implementation of 2 new Smart Card
for the credit card product that is
compliant with industry best practices,

* Majar upgrade of the Head Office and
backbone LAN network to provide
higher availability and performance.

« Introduction of better performance
management tocls and practices
at both Data Centers so that rapid
response is initiated for any incident,

* Capacity expansion for servers and
storage systems to meet the growing
demand of the business users and
eliminate, as far as possible, single




28 |

PERFORMANCE AND PLANS

Customer service counter

points of failure. In parallel, the
mechanical and electrical infrastructure
at the Data Centers will be improved
to provide added assurance of a fault

tolerant processing environment.

The above  highlights represent a
significant resource challenge for the
IT Group. As mentioned earlier, the IT
Group has adopted a strategic position
of building new capabilities in partnership
with external suppliers who have the
ability and track record to support the
Bank’s IT Group in meeting the challenges
that lie ahead. The Bank believes that this
approach creates more value accretive
than the pure outsourcing approach that
was in vogue in the late 1990's,

RISK MANAGEMENT GROUP

The Risk Management Group was
established in 2000 to manage three
different types of risks - Credit Risk,

Market Risk, and Operational Risk.
In 2002, the Bank implemented a
comprehensive risk management

infrastructure through the implementation
of a comprehensive Credit Policy Guide,
a Market Risk Policy Guide, and an
Operational Risk Policy Guide together
with a new risk management organization,
new risk related process flows, and other
pragmatic procedures and measures that
would coltectively enable the Bank to
make a step change improvement to its
risk management capabilities.

2005 Performance Highlights

In 2005, the Risk Management Group
initiated several major new projects
to further strengthen the Bank's risk
management capabilities.

Credit Risk Division:

In close collaboration between the
Corporate Bank, the Group completed
the selection phase of the Wholesale
Integrated Network (WIN) Project,
leading to the acquisition of best-in-
class solutions for: (i} a loan origination
system for business lending; (il) a credit
rating system for ranking borrower
credit worthiness, and (iii) a portfolio
management system to assess on
an on-going basis the quality and
consistency of its lending portfolio. On
implementation, later this year, this land
mark project will provide a competitive
new platform for profitable growth and
it Is estimated to have a total-cost-of-
ownership {over five years) of more
than Baht 600 miliion.

In addition to facilitating profitable
growth, the new systems will provide
a seamless workflow for all business
lending originations - from the front
line relationship manager through to the
credit officers, and on to the operational
support area. This new workflow will
enable significantly faster origination
cycle times, higher productivity, efficient
and timely data capture, and better risk
measurement and control. The project
will be completed by end of 2006.

The Group {aunched its Basel It
Project in response to the Bank of
Thailand’s decision to implement a
new capital requirement framework
for financial institutions in Thailand
by 2008. Initiation of the WIN project
above was an anticipatory _critical
initiative by the Bank and will go a long
way in meeting the requirements new
regutatory framework. Concurrently,
a gap study to Basel || was completed
during the year and a new project
to close all identified gaps has been
started. Concurrently, an independent

review of the Bank’s capabilities in this
area was undertaken to ensure that
the Bank is well positioned to meet the
challenges ahead.

*« The Group continued with its efforts
to improve its Risk Adjusted Return
formula used in the credit decision
making process. Again, this strategic
move for introducing risk-based pricing
not only accords with best practice
banking norms but also will, in addition,
better position the Bank for compliance
with the new capital regime under Basel
1N

Market Risk Division:

* A project to acquire and implement a
sophisticated ‘Market Risk Analytics’
software solution was initiated in the
second half of 2005 to enhance this
divisions risk measurement and control
capabilities in line with the growing
derivatives business. The new system
will be implernented in early 2006.

Operational Risk Division:

* The Bank engagedan external consulting
firm to assist with the development of a
new Business Continuity Plan. With
the compietion of this project in early
2006, a comprehensive new Business
Continuity Planning framework  will
be in place and a Business Continuity
Plan will be completed for 3 critical
scenarios. Business Continuity Plans
for other probable business interruption
scenarios will be developed on an on-
going basis.

A new Incident Reporting procedure
was initiated in early 2006 to measure
and analyze operational losses and
prepare for the introduction of a more
complex practices for measuring
operational risk, as will be required
under Basel i framework.

Plans for 2006
2006 will be another activity-packed
year for Risk Management Group. Apart
from completing the projects cited
above, on time and on budget, the Group
will continue to enhance existing risk
management processes and the related
infrastructures. A major focus will be
on building the capability of the risk
management team. Highlights of this plan
are as follows:
¢ New talent will be recruited into the
Group to supplement the existing skill
base. In addition, new skill building
programs will be initiated to ensure
that the staff will be better equipped
to manage the growing diversity and
complexity of risks, particularly through
the use of higher levels of business
automation.

The organization structure will be
modifiedto strengthenrisk management
capability within the retail business,
particularly for its rapidly growing
lending portfolio. This organization
realignment will be supported by
process redesign initiatives to ensure
that service cycle times and productivity
are better optimized.

The Risk Adjusted Return calculations
will be fine-tuned together with the
business units and the finance function
to promote better capital allocations to
the business areas.

To address the new capital requirement
framework, the Bank will submit its
Basel |l implementation plan and
timeline to the Bank of Thailand by june
30" 2006.

The Bank will prepare {o adopt a new
market risk capital charge procedure by
moving from the current Standardized
Approach to the more sophisticated
Internal Rating Model Approach by the
yearend.

The new Fraud Detection system that
was acquired during the year will be
implemented in early 2006. This new
system is expected to significantly
enhance the Bank’s risk management
capabilities and will dramatically reduce
the incidence of losses arising from
credit card fraud in the 2006.

A risk and fraud awareness training
program has been developed and will
be conducted for more than 2,000 staff
by the end of 2006.

.

The Risk Management Group has a clear
vision of building and embracing risk
management as a core competency - one
that is crucial to the Bank’s long term
competitiveness. The road to building a
better risk management organization and,
hence, a better managed bank is a long
and challenging journey. We have already
started this journey and we firmly believe
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that we are moving towards attaining our
vision.

OPERATIONS GROUP

The centralized Operations Group provides
services to all business groups of the bank.
Its eight divisions are established along
functional lines. The two major benefits
of centralizing the Bank's operations have
been: first, greater economies of scale,
better standardization, and improved
flexibility arising from using a common
operating platform across the various
businesses, and second, facilitating a
sharper focus within the business units
on the core customer centric front
office functions - particularly business
development and relationship building.

2005 Performance Highlights

In addition to providing operations
support, the Group initiated a number
of initiatives to improve the quality and
reduce the cost of its activities. These
improvement initiatives were clustered
around four broad thrusts:

* Drive to increase the level of
centralization of operations-
related processes: The business
model adopted by the Bank calls
for progressive centralization of all
operational activities that are not the
core focus of its business units. During
the year several major new areas within
the bank were centralized and, in some
cases, consolidated, and placed under
the authority of the Operations Group.
These areas included all upcountry
cash centers, the cash replenishment
processes for all off-premise ATMs up-
country,loanliguidation processes, card
merchant related operational functions,
and the bulk account opening process
required for payroll services.,

Push towards strategic cost
containment: In support of the Bank's
aim to build the most flexible and
lowest cost operational platform in the
country, the Group has sought to obtain
more favorable terms from key suppliers
and, in addition, selectively outsourced
businessprocesseswhereitwasfeasible
and economically advantageous to do
so. Better terms were obtained with
key vendors for services such as cash
fransportation, staternent-printing,
correspondence banking and EDC
maintenance. These efforts resulted
in significant savings and/or service
cycle time improvements. In addition,
non-core functions such as bulk batch
data entry for selected retail processes,
statement printing and card production
were outsourced to reduce unit costs
and support increased capacity without
additiona! capital outlays.

Ongoing
operations

improvement of
processes:

key
Process

improvement is the key continuous

activity that the Group wuses to
achieve cost savings or improve
service cycle times, Implementing

the recommendations obtained from
many process improvement reviews
resulted in significant cost savings,
for example, through the re-alignmant
of cash and foreign note pick-up
and delivery, redesign of the Bank’s
credit card welcome package and
consolidating credit bureau letters
for the same customers. At the same
time, a dramatic reduction of service
cycle times was achieved through
implementing, for example, 24-hour
processing of credit card related
complaints with a new service target
of resolution within 3 days, expedited
premium and reward delivery service to
meet the service target of 4 days, and
fast track ATM refunds (usually within
24 hours). Finally, during the year the
Six Sigma methodology was adopted
within the Operations Group as part of
its broader Change Program initiative
to provide a systematic and sustainable
approach for improving overall service
quality and efficiency.

Enhancing automation and straight-
through-processing (STP): Increased
and improved automation continues to
provide efficiencies as well as reduces,
through STP, the incidence of errors.
Ouring the year a barcode system was
implemented for the Bank's registrar
services as well as for credit card
statements. Auto matching of both
treasury and remittance transactions
also provided both cost savings and
error-free processing. Service quality
was enhanced in several areas through
a more extensive use of internet
based services - for example, making
available web-based customer access
to statement information for custodian
services not only resulted in better
service quality but also provided savings
through eliminating the dispatch of
paper based statements. Finally, for
retail collections a predictive auto-
dialer systermn was implemented that
was successful in improving collectors’
efficiency by approximately 20%.

Plans for 2006

The Operations Group has the mandate
to develop a world class operations
platform and has initiated a major review
of all its core functional areas from both
an organizational and process standpoint,
Emerging from this review, key areas for
improvement in 2006 are as follows:

« Strengthen the scale and efficiency
of the underlying platform: The
major challenge for the Group is to
support the robust growth projected
by the Bank’s business units through
proactively anticipating and providing

scale and, at the same time, developing
robust and efficient  operations
processes. To some extent this will be
achieved through outsourcing selected
functions, attaining better vendor
management, and via on-going process
re-engineering.

Move to a new ‘Operations Center”:
As far as practical, all divisions of the
Group will be physically centralized in
a new facllity that has been designed
to provide improved workflow, effective
space utilization, and a better work
environment. It is anticipated that
this new facility, which will be fully
operational around May, will lead to
a step-change improvement in the
services provided by the Group.
Further centralization of operations:
The Group will continue to centralize
and  consolidate most of its
remaining operational activities to
ensure maximum efficiency. Several
initiatives are in the pipeline, such as
the consolidation of the remittance
functions, centralizing the remaining
trade finance operations, consolidating
and centralizing the operations of the
two main overseas branches, and
centralizing the safe keeping processes
for fund operations.

Aggressively apply the Six Sigma
approach to all key processes: As
noted above, the Six Sigma approach
of process improvement has been
adopted by the Bank under the oversight
of its Change Program. A number of
managers and staff within the Group
have been trained in this approach
and are expected to either lead or
participate in at least eight major Six
Sigma projects during the coming year
- including rationalization of the use of
cash replenishment processes across
all cash points, statement and card
delivery processes, lending origination
processes, and selected trade finance
related processes.

Develop and embed new cultural,
mindset and desired behavior: The
Group recognizes that its strategic
thrust to develop a world class
operating piatform must be anchored
on the attitude and performance of
its employees. Accordingly, it has
launched a program to inject new and
desired partnership behavior on the
part of its employees. These changes
include ' fostering. a best-in-class-
services mindset, solid teamwork, and
a "Can-Do Attitude” and a continuous
improvement thinking. Training
programs and workshops are under
development, supplemented by a new
group-wide communication program
as well as a reward and recognition
program. These initiatives will be rolled
out throughout the year. In addition,
Leader/Motivator training sessions

will also be introduced to develop and
harness aoperational leadership skills.

FINANCE GROUP
The Finance Group plays a pivotal role at

the Bank where it is responsible for the
following:

preparation of financial and
management reports for the Bank and
the SCB Group;

provision of management reports and
analysis to all business and support
functions within the Bank;

.

establishment of an effective internal
control system throughout the Bank;

development of policies and practices
related to the management of the
Bank’s balance sheet, and providing
support to the Bank’s Asset and Liability
Management Committee (ALCO); and
dissemination of financial information
to regulators, shareholders and other
stakeholders, and managing the Bank’s
investor relations.

2005 Performance Highlights

The mainfocus of the Group during the year
was to improve the depth, timeliness
and quality of financial and management
information to support better decision
making and improved risk management
across all of the Bank's business units. A
number of initiatives were launched in this
area. These included the comprehensive
reconciliation of information between
the Bank’'s source systems and financial
systems, as well as the continuous
monitoring of data integrity.

Early next year, the Hong Kong and
Singapore branches will be migrated
to the same financial system platform
as the Head Office in order to improve
risk management, enhance operational
efficiency and achieve timely
consolidation.

more

During the year, the Group completed an
external risk rating with an international
rating agency as a prelude to issuing a
Baht 1.1billion short-term debentures. In
addition, the Group significantly improved
the extent of its external disclosures, both
ad hoc and periodic, and enhanced the
feve! of communication with the investor
and analyst community.

In tate 2005, the Group implemented the
first phase of a new system that will provide
customer level contribution anslysis to the
Bank's business units. This system will be
further enhanced during the year ahead
to provide a timely and in-depth customer
and/or product profitability analysis.
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Plans for 2006

In 2006, the Group expects to complete
the project to replace most of its ancillary
in-house financial systems - including
Purchasing, Account Payables and Fixed
Assets - with a new, integrated best-of-
breed package. These sub-systems will
be integrated to the Bank’s genera! ledger
system and are scheduled to be in use
by February, 2006. The new systems will
substantially enhance the efficiency and
effectiveness of the procurement related
functions within the Bank.

The Group plans to enhance the level
of support it provides to the Bank for its
balance sheet management activities.
This will be achieved largely through the
introduction of new and sophisticated
reporting systems in the second-half of
2006.

As mentioned earlier, the Group will
enhance its profitability systems to
provide full customer/product profitability
analysis in  order to facilitate the
performance management of the Bank's
business units.

Finally, the Group will actively participate
in the implementation of a new Enterprise
Data Warehouse (EDW) that will function
as a bank-wide data warehouse system.
This project should be finished in the
second half of 2006. A key objective of
this new EDW is to provide comprehensive
and timely financial analysis to support
better decision making throughout the
Bank.

AUDIT GROUP

The Audit Group reports directly to the
Audit Committee of the Board of Directors
and has a key role in meeting the Bank's
corporate governance responsibilities, The
mandate of the Group is to independently
monitor and report to the Board on the
adequacy and effectiveness of the system
of internal control at the Bank and its
subsidiaries, including compliance with
the rules and regulations established
by the senior management, Board of
Directors and banking industry regulators.
In addition, the Group reviews and
provides an opinion on the provisions for
and classification of loans, particularly
non-performing toans (NPLs).

The Group develops an annual audit plan
based on an assessment of key risks
relating to the Bank’s businesses, policies,
processes and practices, and submits the
plan for approval from the Audit Committee
of the Board of Directors. The Committee
tracks the performance of the Group and
reviews the results and recommendation
arising from its work.

2005 Performance Highlights

The key aspects of the Group's
performance in 2005 included the
following:

Continuously improved the Bank's
audit processes as well as the skills of
the Group’s personnel so as to better
fit with the considerable growth of the
Bank’s business volumes;

Supported and facilitated the use of
Control and Risk Self-Assessment
(CRSA) throughout the Bank and
its subsidiaries with the aim of
strengthening knowledge, awareness,
and understanding of risks and the
importance of internal controls directly
relevant to each unit.;

Developed recommendations for the
Bank's business and functional units
at the end of the audit to enable
improvements to internal controls in an
efficient and effective manner; and

Participated in the on-going efforts to
improve the Bank’s policies, rules and
regulations.

Plans for 2006

Given the rapid growth and expansion of
the Bank and its subsidiaries in recent
years, the Group pians to comprehensively
review the Bank’s high growth and new
business areas in 2006. The aim is to
ensure that the overall system of internal
controls is robust and strong encugh to
meet the challenges of rapid growth. In
2006, the Audit Group's compliance
function will be separated and set up as
the Compliance Group in keeping with
international best practice. The underlying
aim of the new Compliance Group will
be to promote a bank-wide culture of
seeking compliance at an early stage for
all products, services and processes. In
turn, this focus on compliance is aimed at
pushing the Bank towards an even higher
level of corporate governance.

Fareign exchange services at foreign exchange booth
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CORPORATE SOCIAL RESPONSIBILITIES (CSR)

The Bank has a strong and enduring
heritage as an exemplary corporate
citizen. To some extent this emanates
from its unigue formation, a century
ago, as the first standard bearer for Thai
banking. Long before CSR entered the
corparate lexicon, the Bank played a
leading role in supporting a diverse range
of social and community projects that
aim to uplift the quality of life of all Thai
residents.

In 2005, to further institutionatize this
heritage,the Boardof Directorsestablished
a Corporate Social Responsibilities Ad-
hoc Committee (CSR-AC) under the
leadership of the Chairman of the Board.
This CSR-AC develops overall policies
and sets the direction with respect to
meeting the Bank's CSR obligations,
maintains oversight over the various
projects initiated under these obligations,
and evaluates whether a project’s desired
outcome has been attained.

A core principle anchoring the Bank’s
CSR activities is to seek the active
participation of its employees in the
betterment of the community they serve
and to leverage the Bank’s considerable
nationwide infrastructure to execute its
CSR-related projects. Looking ahead,
the CSR-AC has determined, with the
endorsement of the Board, that the
core theme of all CSR related projects
would be ‘youth development’. However,
continued support wili be provided to
other deserving causes and charities,
including providing relief to the victims of
major natural disasters that occur within
the country.

2005 Highlights

1. Youth Development Projects

» “Sufficiency economy” concepts to
support youth development

The broad thrust of the first stage
of this critical CSR initiative is to set
an agenda for ‘youth development’,
that draws on the concept of a ‘self-
sufficient economy’ that has been

proclaimed by MM the King as the
philosophical underpinning of Thailand
in the future - with modesty and the
pragmatic application of knowledge in
a manner that will enable the nation
to better withstand future shocks. it
is expected that the Bank’'s agenda
for ‘youth development’ will relate
specifically to the financia!l disciplines
that are needed to prepare the youth
of Thailand for a fast changing world.,
In 2005, a National Economic and
Social Development Board (NESDB)
working group conducted a study on
the various schools of thought that are
devoted to fostering a ‘self-sufficient
economy’. The CSR-AC is considering
how the recommendations arising from
this study can best be incorporated in
its own plans for the Bank's ‘youth
development’ project that is expected
to commence in earnest in 2006.

Scholarships

For over 30 years the Bank has awarded
scholarships to deserving candidates.
in this context, the Bank’s branches
work with schools and universities
throughout Thailand to select deserving
scholarship recipients. Also, a number
of scholarships were provided through
various charitable organizations,
such as “The King's Scholarships for
Thai Monks', Rural Human Resource
Development Project and the Golden
Jubilee Royal Goldsmith College.

Education projects

In addition to giving scholarships, the
Bank has supported several major
projects devoted to education. For
example, to promote extracurricular
school learning the Bank continues
to support the ‘Thai Encyclopedia for
Children’ project initiated by HM the
King by sponsoring the distribution of
encyclopedias to schools in upcountry
During the year the Bank also
made a cash donation in support of
the Joint Doctoral Program in Business
Administration,  which is  jointly
managed by the National Institute

areas.

SCB8 presented financial support for victims of the Tsunami Disaster

of Development Administration
(NIDA), Chulalongkarn University, and
Thammasat University. In addition,
during the year the Bank supported a
number of international seminars that
were organized to raise educational
standards, such as the ‘Joint UNESCO-
APIED- SEAMEQO Seminar on Thai
Education’ and the ‘National Educaticn
Leaders Forum'.

‘One Ampher, One Dream School’
project

Launched in 2005, the project aims
to procure school egquipment and
computers for selected schools
nationwide. The bank has drawn up a
plan to provide sustained support to
these schools.

2. Disaster relief

¢ The SCB Relief Fund

Following the Boxing Day tsunami that
took a devastating toll on the people and
the economy of six southern provinces,
the Bank immediately established a relief
fund and received Baht 62.3 million in
donations from its directors, employees,
customers, as well as members of the
general public. All donations were used
to set up the ‘SCB Relief Fund’ where the
sole purpose was to provide assistance to
victims of the tsunami disaster. The Fund
was subsequently transferred to the Siam
Cement Foundation in compliance with
the regulations of the Ministry of Finance.
A Fund Committee manages the Fund
which is chaired by Privy Councilor H.E.
Palakorn Suwanrath, with members drawn
from both the Siam Cement Foundation
and the Bank.

The Fund’s objective in providing
assistance is to enable young people,
women, and the families who lost their
primary  income-earner to  develop
the skills and competence to achieve
sustainabte self-reliance. The funds that
are raised are usually channeled through
selected non-government organizations
(NGOs) while the Bank's branches
provide further assistance with the relief
efforts and monitor the outcome from
the use of such funds. To date, the Fund
Committee has approved assistance in
support of the Population & Community
Development Association, the Sustainable
Development  Foundation, and the
Children’s Foundation.

in parallel with the Fund’s activities the
Board of Directors of the Bank approved
an additional relief budget of Baht 20
million for the victims of the tsunami.
One of the major projects supported
with these funds was the construction of
an efficient waste water treatment and
garbage disposal sys‘tem for the residents
of a housing project located at Ban Bang

Kaya in the Takua Pa District of Phang
Nga province,

3. Environmental conservation

The Bank believes that to attain and
sustain an improved quality of life for
our citizens, development
initiatives must be balanced against
the need to conserve our environment
for posterity. Accordingly, the Bank
has consistently supported selected
projects which protect and preserve the
environment. Environment conservation-
related projects that were supported by
the Bank in 2005 included the foliowing:
+ Reforestation Campaign. in commemo-
ration of the Royal Golden Jubilee
the Bank donated funds to the Mae
Fah Luang Foundation (established
under Royal patronage) to carry out a
reforestation project in mountainous
areas of Chiang Rai province. The
Mae Fah Luang Foundation was
selected because its previous reforeste-
tion projects have been widely
acknowledged for their success in
both restoring the environment and in
alleviating the poverty conditions faced
by the communities that inhabit such
areas.

economic

Preserve Hua Hin Rally. For the
second consecutive year, the Bank
Jjoined with other public and private
organizations to sponsor the Preserve
Hua Hin Rally to raise funds for
initiatives to conserve the environment
in this historic and beautiful sea-side
town located along the Gulf of Siam.

Somdech Phra Srinagarindra Parks
Foundation, The Bank participated
in an art auction where the proceeds
were donated to the Somdech Phra
Srinagarindra Parks Foundation for the
maintenance of parks built to honor the
memaory of HRH the Princess Mother.

The Thai Fund Foundation’s Forest
Conservation Projects The Bank
supported the third fund raising event
for the Thai Fund Foundation's forest
conservation projects. The Fund
focuses on sustainable coexistence of
both the communities and forests.

4 Projects promoted by the Royal
Family
Together with the rest of the Thai nation,
the Board of Directors, management, and
employees of the Bank are deeply honored
to regard themselves as the humble and
loyal subjects of His Majesty the King.
To place on record their continued deep
appreciation for HM the King and members
of the Royal family, the Bank has continued
to support many royatl initiatives that are
aimed at promoting the well being of all
Thais throughout our nation as well as
events that commemorate specific Royal
anniversaries., During the year, these
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SCB presented HRH Princess Maha Chakn Sirindhom with proceeds in supparting the Art for Children Project.
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initiatives included the following:

Art for Children, a project of
the Observation and Protection
Department, the Ministry of Justice, to
support the emotional development
of juvenile offenders through art
education. The Bank supported one of
this project’s events held during the
year that was organized in honor of
HRH Princess Maha Chakri Sirindhorn.

An art exhibition was organized to
raise funds for the Chai Pattana
Foundation (under Royal patronage)
to provide relief for victims of the
tsunami. The Bank, together with the
Siam Commercial Foundation and The
Six (an artists’ group), organized the
exhibition.

A charity walk was held to raise funds
for the Chulabhorn Foundation’s
Cancer <Center as part of this
foundation’s program to celebrate
the 48th birthday of HRH Princess
Chutabhorn. The Chairman of the
Board, the President & CEO, and a
large number of Bank executives and
employees joined the .rally held at
Lumpini Park, Bangkok.

The Bank supported a music and
cultural performance to mark the third
‘Two Nations, One Friendship’
program. This event was aiso held as
part of the birthday ceiebrations in
honor of HRH Princess Chulabhorn.

The Bank supported the YWCA's
fund raising event for the education
of tsunami orphans and for AIDS
victims and their families. This event
was held as part of the 48" birthday
celebrations in honor of HRH Princess
Socamsawali.

The Bank continued to made donations
on a regular basis to a number of
charities that are under royal patronage,
such as the Prince Mahidol Award
Foundation, the Ananda Mahidol
Foundation, the King Rama Il (Phra
Buddhalertianaphalai) Foundation,
the King Prajadhipok and

Queen Rambhai Barni Memorial
Foundation, the $ai Jai Thai
Foundation, and the Princess Maha
Chakri Sirindhorn Foundation.
For the second consecutive year, the
Bank also distributed ‘Long Kong’
fruits under the “Royal Benevolence
for the Three Southern Provinces”
program.

5. Public health

In common with other developing
countries, Thailand faces a host of public
health related problems. To alleviate
these problems, the Bank supports
charitable organizations that provide
assistance to impoverished patients and/
or precmotes awareness of public health
issues in Thailand. The Bank's activities in
this segment during the year included the
following:

* Blood bank donations

For the ninth consecutive year, the Bank
organized blood donation campaigns for
the Thai Red Cross. In 2005, a total of
1.04 million c.c. of blood was obtained
from 3,000 donors through these efforts,
The Bank’s employee health club led the
drive for biood donations.

+ Donations to public health related
charitable organizations
- The Kidney Disease Foundation of
Thailand's activities
- The Heart Disease Foundation of
Thailand’s activities

The establishment of Chulalongkorn
Hospital's Cancer Center

- An ambulance for Ramatibodi
Hospital.

The Bank makes donations in support

of medical research and education.

In 2005, the Bank provided financial

support to the following educational

activities:

- The Society of Cytology Seminar

- The 13th Asian Society for
Cardiovascular Surgery Seminar

- The 6th Asian Chapter Congress
of the International Union of
Angiclogy.

6. Art and culture

« The Bank supported a variety of art
and cultural events in 2005. Of
note was a fund raising gala dinner
to support traditional textile weaving
skills, the annual Bangkok International

Dance and Music Festival, and the
Chalermkrung Royai Theatre.
* In collaboration with the Siam

Commercial Foundation, a non-profit
body set up by the Bank to support
development and conservation of
national arts and culture, the Bank
carried out the following:

organized a young museum
guide competition to stimulate
the interest of our youth in
Thai museums-jointly with the
Oepartment of Art, Ministry of
Culture;

- provided scholarships and funds
for art studies and research
projects;

- organized art exhibitions to raise
funds for charitable institutions,
including Operation Smile Thailand
Foundation, and the Faculty of
Painting, Sculpture and Graphic Arts,
Silpakorn University; and

- provided support for the Ministry of
Culture's activities, especially those
relating to our national artists.

The Bank produces or provides financial
support for selected TV documentaries
that generate awareness and
understanding of unique Thai arts
and crafts as well as our nation’s
history and its religions. tn 2005, two
documentaries of note were:

- ‘Discovering Thai Arts and
Values': The Bank produced this
documentary to promote public
awareness and engender their
invalvement in the conservation of

our national heritage. The program
was aired on the Modern Nine TV
channel on Saturday and Sunday
after its evening news program.

- ‘Inthe Footsteps of Lord Buddha’:
The Bank was the main sponsor for
this documentary which traced the
history of Buddhism and provided
an understanding of the profound
teachings of the Lord Buddha.

7. Sports

Part of the Bank's CSR budget is
earmarked for contributions leading to
the development of sports in Thailand. In
2003, the Bank carried out the following:
« served as the main sponsor of the 33™
University Games sports contest

* sponsored activities of the Thailand
Golf Association

« sponsored activities of the Sports
Association for the Disabled in
Thailand (under Royal Patronage)

As attested by the wide range of CSR
activities documented above, the Board
of Directors of the Bank firmly believes
that it is of the utmost importance for
the Bank to contribute to activities and
events that lead to a better quality of
life for all Thais through improvements
in the communities we live in. While
this support underscores the financial
commitment of the Bank, of equal note
must be the large number of volunteers,
drawn from across the Bank's employee
base, who participate in, and contribute
to, the various activities and share this
belief of the Board of Directors. For the
past several years it is this latter trait that.
has served as the anchor for the Bank's
being widely recognized as an exemplary
corporate citizen.

Blood Donation Activity at Mahisorn Convention, SC8 Head Office
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AWARDS RECEIVED IN 2005

Bank of the Year 2005, The Banker

Best Bank in Thailand 2005, Euromoney

Best Bank in Thailand 2005, FinanceAsia

Best Retail Bank in Thailand, The Asian Banker

Best Managed Company, FinanceAsia

Triple A Best Domestic Bank, Thailand 2005,_The Asset

Best Bond House 2005, FinanceAsia

Triple A Best Local Currency Bond in Asia, The Asset

Best Local Derivative House 2005, AsiaRisk

beal of the Year and Dealer of the Year, Thai Bond Dealing Center

Board of the Year for Exemplary Practices 2004 /05,

A
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Thai Institute of Directors Association, Board of Trade of Thailand, Federation of Thai Industries,
Thai Bankers Association, Listed Companies Association, Stock Exchange of Thailand

A Leader in Corporate Governance, Thailand, The Asset
#1 in Thailand’s Corporate Governance Ranking 2005, Euromoney
Top Quartile CG Companies in Thailand 2005, CLSA

2005 Corporate Governance Report’s Top Quartile Company,

Thai Institute of Directors Asscciation, Stock Exchange of Thailand, Securities and Exchange

Commission

Award winner, Asian Banking Awards 2005, The Asian Bankers Association

Recognized among the 150 Leading Asian Companies 2005, BusinessWeek
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Thanon Petchaburi Branch

RISK FACTORS AND RISK MANAGEMENT

Risk Factors and Risk Management

Every business day banks are exposed
to multiple risks of varying magnitude.
Most of these risks arise from the innate
volatility of financial markets and the
underlyingeconomic environment. Factors
causing this volatility include changes
to borrowers’ businesses, interest rates,
exchange rates, the regulatory framework,
and competitive factors. Managing and, to
the extent practical, mitigating the impact
of this wide array of risks in a systematic
basis lies at the core of the business
of banking. Accordingly, the Bank has
formulated  policies, practices, and
procedures to ensure the early recognition
and management of risk as an inherent
element of its business approach. This
strong focus onrisk is a key strategy in the
Bank's long-term business plan, Through
this strategy the Bank seeks “to make
risk management its core capability
in order to ensure its long-term
competitiveness” Additionally, the
Bank plans to extend its risk management
capability to cover all companies within
the SCB group.

CREDIT RISK MANAGEMENT

Lending activities are a major component
of both the Bank's profitability and its
risk profile. As a result, the Bank's credit
risk management principles serve as
the backbone of its risk management
capability. Credit risk management has
been implemented in a three-pronged
thrust as described below:

* Growth: Efficient and effective credit
approval processes are embedded in all
lending origination in order to minimize

service cycle times and ensure that
the borrowers’ risk profile is taken into
account when pricing the new business.
In turn, this thrust leads to profitable
growth within the business units.

* Quality: The next prong of the Bank’s
strategy is aimed quality. This is
accomplished by enhancing the
effectiveness of the credit approval
process aon an on-going basis via the
following:

1. Monitoring the Return on Capital (ROC)
as a mechanism for understanding
the underlying profitability of each
transaction and the overall portfolio
of assets.

~N

Conducting a global search to
identify the best available automation
and workflow solutions to support
business lending origination, effective
borrower risk rating, and loan portfolio
management. These initiatives
were launched in 2004 as part of
the Bank’s Wholesale Integrated
Network project. The implementing
process is well underway and upon
completion these solutions  will
provide a step change improvement
through speedier and more efficient
origination service cycle time and
better risk management mechanisms.
Concurrently, the availability of more
comprehensive and better quality
information wili enable the Bank
to comply at an early date with the
capital allocation framework that lies
at the core of new Basel |l guidelines.

W

Jlnitiating & project to address
the requirements of the Basel Il
guidelines, with the objective of

developing an approach to comply
with these guidelines and through
closing all identified gaps in existing
systems and processes. |t is expected
that compliance with this new
framework will elevate the Bank’s risk
management capability to a much
higher level and position it to compete
with more sophisticated entrants
in today’s fast liberalizing financial
services market place.

~

. Establishing a Retail Risk Management
Unit to address the rapid growth of the
Bank’s consumer lending portfolio.
This unit is responsible for enhancing
the Bank's underwriting policies and
procedures, monitoring and improving
itsretail creditunderwriting processes,
analysis of the retail-lending portfolio,
and determining expected loss ratios
and provision requirements.

* People Capability: Ultimately, the
quality of the Bank’s risk management
practices rests with the peopte involved
in the risk management function,
Hence, it is critical to build awareness
of the factors that contribute to the
Bank’s risk across beyond the risk
management team to include all of
its business units. It is through this
partnership and broad skil! building that
effective risk management will emerge
as a core campetency within the Bank.

RISK FACTORS

ECONOMIC RISK

In 2005, the Thai economy faced severe
internal and external risks arising from
the:

impact of rapidly increasing oil prices on
both domestic inflation and the current
account;

continuous increases in the Bank of
Thailand’'s policy rate as a means to
inflationary pressures that
mirrored the stance of the US Federal
Reserve;

contain

growing imbalances and uncertainties
in world trade brought on by the
unprecedented trade deficit recorded
by the US, its growing reliance on
external financing, and the failure
of the members of the World Trade
Qrganization to reach consensus on a
more open international trade accord;

slowdown in the world economic growth
rates as well as the cyclical contraction
in the demand for electronic products,
the latter resulting in a shortfall in
domestic export volumes in the first
half of 2005;

impact of the protracted drought on
the agricultural sector and the water
shortages on certain industries in the
Eastern Seaboard,

.

continued unrest in the three southern
provinces leading to a decline in
consumer and business confidence;

outbreak of avian fluwith the intermittent
threat of a regional pandemic; and

economic fallout from the tsunami
disaster that occurred at the end of
2004, particularly in the case of key
tourist destinations.

Fortunately, many of these risk factors
eased during the year to where the
economy’s momentum picked up in the
second half of the year. Other factors,
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The Bank seeks “to make
risk management its core
capability in order to ensure
its long-term competitiveness”.

Cus[omer Service counter

however, continued to pose a risk
throughout 2005, such as volatile oil
prices and the escalating viclence in the
South. The situation was exacerbated by
new rmacro level risk factors arising from
Thailand’s bilateral free trade agreements
with its major trading partners (especially
with Japan which is expected to come
into effect in the second half of 2006),
the steady revaluation of yuan, and the
emergent political uncertainties on the
domestic front.

In order to monitor the probability and
impact of these risk factors, the
Risk Management Group refined the
environment-scanning mode! by focusing
on the macro economic factors that
impact the Bank's business profitabitity
and/or the quality of its assets. Using
this model as a framework, the Bank
continuously  adjusted its strategies,
policies, products, and services to reflect
the changing economic and the business
environment. In addition, results from
the Environment Scan were used to set
Industry Risk Ratings (IRR}, which are
an important tool in the credit analysis
process.

CAPITAL ADEQUACY RISK

As of 31 December 2005, the Bank's
Capital Adequacy Ratio (CAR) stood at
15.1% of its risk assets, significantly higher
than the 8.5% ratio required by the Bank of
Thailand. In view of the severe volatility in
the economy, the Bank believes it prudent
to have an adequate capital buffer to
cushion against unexpected changes in its
operating environment. Also, this capital
base places the Bank in a good position
to take advantage of any inorganic growth
opportunities that may arise from the
on-going changes in the regulatory and
competitive environment.

RISK FROM LOAN
CONCENTRAION

At the end of 2005, on a consolidated
basis the Bank had total loans amounting
toBaht 612,062 million, representing year-
on-year growth of 9.3%. Housing loans
showed the biggest increase (+18.1%),
followed by a 9.9% rise in lpans to the
utilities and the services sector.

Tne Bank has a formal policy of diversifying
its lending exposure across various
sectors by establishing predetermined
concentration limits that sets a maximum
credit exposure to a single obligor.
Typically, the exposure to loss threshold
is set based upon the risk rating of each
customer so that the loss exposure will
not exceed 15% of the Bank's Tier 1
capital. At the end of 2005, the major
area of concentration was loans to the
manufacturing and commercial sector,
with loans outstanding of Baht 228 biilion
(or 37.3% of tota!l loans). This was followed
by housing loans (30.2% of total loans),
and loans to the utilities and the services
sector (14.8% of total loans).

RISK FROM CREDIT QUALITY

At the end of 2005, the Bank's Non-
performing Loans {NPLs) stood at Baht
5.7 billion, representing 9.3% of total
loans, compared to Baht 7.3 billion or
decreased 22.8% of total loans at the end
of 2004. These NPLs are classified into
four groups: restructured debts pending
repayment (19.6% of total), debts pending
completion of restructuring negotiations
(21.4%), debts pending the outcome of
legal proceedings (19.1%) and debts
pending execution of the legal award to
the Bank (39.9%)

In addition to examining the credit quality
of icans on an on-going basis, the Bank
conducts an annual review and statistical

analysis of credit migration in order to
assess the overall changes to credit
quality. During 2003-05, the rates at which
normal loans lapsed into NPLs stood at
C.14%, 0.19%, and 0.10%, respectively.
This outcome underscores the favorable
impact of the qualitative improvements
made to the Bani’s underwriting quality
and its ability to reduce the relapse rate
following the restructuring of its NPLs.

RISK FROM LOAN GUARANTEES
AND AVAL

At the end of 2005, the Bank’s obligations
arising from bank guarantees, letters of
credit, aval for promissory notes, and
other guarantees amounted to Baht 1,196
billion, compared to Baht 716 billion in the
preceding year. In order to minimize the
risks associated with these obligations,
the Bank undertakes such obligations only
after an assessment of the customer’s
financial strength and ability /willingnass
to repay using the Bank’s prescribed
underwriting standards. In most cases,
these obligations are also backed by
adequate collateral.

RISK FROM DEPRECIATION IN
COLLATERAL VALUE

Mast of the Bank's collateral is in the form
of immovable assets that are exposed
to the risk of downward fluctuations in
the property market. The Bank conducts
reviews of collateral values on a periodic
basis, keeping credit lines consistent with
any underlying collateral value. Where
appropriate, the Bank also sets aside
additional reserves as required by the
Bank of Thailand. For loans that fall under
the Pass and Special Mention categories,
the Bank calculates the necessary level of
loan loss provisioning based on the credit
outstanding balance plus accrued interest
but without reduction for collateral values
using the Bank of Thailand's interest rates,

Petchburi Road
Head Office: 1971-1993

After the end of the Second World
War, the Thai economy recovered at a
remarkable rate and the Thai banking
system entered what is now referred to as
the “modern banking era”. With its solid
financial base and large branch network,
The Siam Commercial Bank played an
important role as the cornerstone of the
Thai banking system in the early post-war
years and, in addition, as an important
source of funds for the development of
the country. To better position the bank
to respond to the needs of this economic
growth and development, in 1971 the
bank moved its head office from Talad Noi
to a spacious new head office complex at
the intersection of Chidlom and Petchburi
Road. Indeed, to this date this office
complex is the base for one of the largest
SCB branches in the country and the
recently renovated building hosts a broad
range of the Bank’s business, product and
operations divisions.

The bank was fortunate to enjoy rapid
growth in terms of business volumes,
assets, branch networks, and personnel.
lts organization was restructured in
discreet functional groups - each
supporting a broad base of customers.
Also, the groundwork was laid for
computerized banking and the Bank
launched the first electronic banking
service in Thaitand in 1965, Also, in 1983
the bank was the first to introduce ATMs
in the country, At the same time, the bank
continued to expand its branch network
throughout the country.

To fund its rapid growth, the Bank
increased its registered capital many
times. On February 6, 1976 the bank
listed on the Stock Exchange of Thailand
and registered as a public company on
February 19, 1993 adopting its present
name of Siam Commercial Bank Public
Company Limited.
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New look of Easy Bank

MARKET RISK
MANAGEMENT

Market Risk entails potential losses to
the Bank’s portfolio arising from changes
in risk factors such as foreign exchange,
interest rates, equity prices and other
financial indexes, The Bank has put in
place a process to measure, monitor
and control these risks so that they fali
within predetermined exposure limits.
In particular, the Bank aims to contain
the risks associated with movements in
foreign exchange and interest rates that
could have a negative impact on its assets
and liabilities, In 2005, the volatility of
these risk factors can be summarized as
follows:

CURRENCY RISK

In 2005, the US Dollar appreciated against
the Thai Baht by an average of 5.20%, with
a volatility rate of 4.64%. In particular,
from March to June, the Baht weakened by
almost 8%. The Baht subsequently moved
in a range of Baht 40.75 - Baht 42.15
to the US dollar. The major factors that
contributed to the Baht's volatility during
the year included: the economic impact
from the tsunami disaster, the floatation of
the domestic diesel oil price following the
remaoval of the government’s subsidy, high
global oil prices, Thailand's trade deficit,
interest rate increases by the US Federal
Reserve, and similar increases in the Bank
of Thailand’s palicy interest rate.

INTEREST RATE RISK

In terms of the domestic interest rates,
the Interbank Interest Rate (THBFIX)
increased by 86.8% during the period from
June to December. This dramatic jump
in the interbank THBFIX rate reflected a
continuation of the upward trend frem the
previous year that showed a volatility of
12.4% (as measured by the THBFIX6M).
There was also a noticeable shift in the
yield curve for Baht denominated Thai
Government bonds from June 2005
onwards. in particular, the 2-year yield
curve increased significantly starting in
June before experiencing a downtrend in
December to register a volatility of 12-
16%. Short-term yields moved in tandem
with the short-term interest rate in the
money market, and its upward movement
was maintained during the year with a
volatility rate of 16-28%.

The Bank’s Market Risk Management
Division under the Risk Management
Group operates independently from
other business groups. The Division's
responsibilities include measuring,
monitering, reviewing and controlling
market risks under the Bank’'s Market
Risk Policy Guideline and the Trading
Book Policy and Limits in order to
enhance transparency, provide a sound
system of internal control, and provide
decision-making support to executive
management, The Head of the Market
Risk Management Division reports directly
to the Chief Risk Officer and, in addition,
supports the Bank’s Asset and Liabilities

Management Committee (ALCO) and the
Risk Management Committee,

Statistical and non-statistical indicators
have been put in place to assess Trading
Portfolio Risk from many perspectives.
Statistical risk measurement is based on
Value-at-Risk (VaR) computations, while
non-statistical risk is measured using
Basis Point Value (BPV}, Duration, Position
Size and Stress Testing criteria.

Value at Risk (VaR) is defined within the
Bank as the value of potential losses
stemming from the movement of risk
factors in the market. The Bank uses
VaR to control and monitor risks to its
Trading Book through the establishment

SCB8 Platinum Card

of VaR limits. The Bank consolidates all
VaR in its trading portfolio in order to
measure the net diversification effect on
its Trading Book. The consolidation of VaR
enables the Bank not only to accurately
measure risk, but also to determine the
capital reduction, if any, that may arise
from diversification. Going forward, the
Bank will extend its VaR computations
to cover cost and benefit analysis from
the perspective of a specific line of
business and/or product. Also, these new
computations will be used for improved
capital management in accordance with
the Basel Il framework.

The VaR is calculated with one-day time
horizon at 99% confidence level. This
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trarslates into the potential loss for the
Bank above the determined limit of one
day in every 100 trading days or 2.5 days
in one year for normal market situation,
The test measures the difference between
actual loss and potential loss against the
benchmark of four times in 250 working
days (one year).

The table below illustrates the Bank's
Market Risk Exposure as of 31 December
2005. In aggregate the Bank's VaR stood
at Baht 15.3 million, of which Baht 2.6
million related to foreign exchange risk
and Baht 15.26 million to interest rate
risk. This is reduced by a diversification
effect of Baht 2.55 million.

with the Bank's products, processes and
systems rests with the business unit
concerned, the Division facilitates this
activity and aggregates and reports on
the operational risk levels on a bank-wide
basis.

Operational Risk Management
Procedures/Tools

The Bank uses many procedures and tools
to identify, assess, and monitor the various
categories of operational risk. Amongst
the most significant are the following:

Key Risk Indicators (KRls)
The Bank places a high degree of
importance on KRis, which serve as the

Market Risk Exposure of the Bank’s Trading Portfolio as

of 31 December 2005

. (Baht million}

: Risk Type '{:For:_ei;g‘n Exchaqgé}f :

Interest Rate L Aggrfgate ]

VaR 2,64

In 2005, the Bank used the Standardized
Approach to calculate its Market Risk
Capital. In the near future, the Bank plans
to employ the Internal Model Approach
to ensure that its capital management
policies and procedures are both more
effective and appropriate.

OPERATIONAL RISK
MANAGEMENT

OPERATIONAL RISK POLICY

In 2004, the Board of Directors approved
the Operational Risk Policy Guide that
provides a framework for the effective
management of operational risks across
all activities of the Bank, covering
identification, assessment, monitoring,
reporting and control.

In 2005, the Board of Directors reviewed
the Guide using the Bank of Thailand’s
guidelines  and  international  best
practices. The Board approved the revised
Operational Risk Policy Guide.

Operatibnal Risk Management
Principles

The Operational Risk Management
Division is organized independently from
all business units and corporate functions
of the Bank, and reports directly to the
Head of Risk Management and, through
him, to the Risk Management Committee.
The Division is responsible for the
development of policies, processes, and
procedures to manage operational risk,
as well as the implementation of tools
and techniques to mitigate/control risk
and capital allocation to cover operating
risk. Although the onus of managing and
controlling operational risk associated

15.26 15.35

primary operational risk management
tool. KRIs are statistical measures, often
financial thresholds, which provide an
insight on the Bank’'s operating risk
profile and any ¢hanges thereto. The Risk
Management Committee monitors these
KRis and initiates remedial or mitigating
action when and where warranted.

Towards the end of 2005, the Division
developed a Loss Database to capture,
in a comprehensive fashion, the full range
of operational losses in which each loss is
classified by an event type in accordance
with the categories recommended under
the Basel il framework. This historical
database will enable the Bank to better
assess its exposure to operational risk in
the years ahead.

The Bank is developing an Incident
Reportingand Managementprocedure
thatwillbeimplementedin early 2006. This
procedure will emerge as one the Bank’s
key operational risk management’ tools
by facilitating better understanding of the
frequency and magnitude of the various
types of operational loss incidents. Also, it
will serve as a foundation for compliance
with the operational risk framework under
Basel I,

Business Continuity Plan (BCP) is
another crucial element of the Bank's
operational risk management framework
that aims to minimize the impact of
business disruptions caused by disasters,
as well as ensure the rapid resumption of
its critical business functions. [n 2005,
the Bank engaged a major consulting firm
to assist with the development of a BCP
that includes a framework and detailed
plans for three mission critical areas. The

Operational Risk Division will facilitate the
roll out the BCP to other critical business
areas in 2006.

New Products/Services

Approval Process

The Bank’s aggressive business plans
require the frequent launching of new
products and services. In addition to
observing a rigorous new product approval
process, the Bank has strengthened the
proceduresformeasuringandreportingthe
risk levels associated with new products
and services before formal approval is
obtained. Adoption of these procedures
has resulted in better assessment of
the credit, market, and operational risks
associated with these new products and
services prior to a launch decision.
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Dr. Chirayu lsarangkun Na Ayuthaya, SCB’s Chairman of the Board of Directors, was presented with the prestigious awards “Board of the Year Awards 2004,/2005” from the Thai institute of Directors

Corporate Governance Report

The Board recognizes the critical
importance of corporate governance in
supporting the Bank’s sustained growth
and value enhancement. Asacommercial
bank and a listed company, the Bank
is committed to compliance with the
corporate governance principles issued
by regulatory authorities. The Board has
assigned, through the Nomination and
Corporate Governance Committee, the
management to keep track of regulatory
developments related to corporate
governance and to adapt the Bank’s
practices accordingly. The aim is for the
Bank to adopt world-ciass practices for
the benefits of all stakeholders and to
reinforce their trust.

CORPORATE GOVERNANCE
POLICY

The Board approved the Bank’s policy
statement on corporate governance. The
policy provides the guideline on the Bank’s
corporate governance practices, covering
the corporate governance structure, rights
of stakeholders, shareholder meetings,
conflicts of interest, internal control, and
disclosure policy.

Furthermore, the Board assigned the
Nomination and Corporate Governance
Committee, a committee appointed by
the Board, to draw up an implementation
and monitoring plan to ensure compliance
with the policy, monitor implementation
results, and regularly review and
appropriately adapt the policy.

For Year 2005, the Board reviewed the
Bank’s policy statement on corporate
governance and adopted the policy

amendments recommended by the
Nomination and Corporate Governance
Committee concerning director
compensation, nomination and election
of directors, orientation and development
of directors in order to broaden the policy
coverage and to move towards the adoption
of world-class practices. The Bank’s policy
statement on corporate governance is
available on our website (http:/ /www.scb.
co.th) under “Corporate Governance”.

SHAREHOLDERS: RIGHTS AND
EQUITABLE TREATMENT AND
SHAREHOLDER MEETINGS

The Bank’spolicyistoconductshareholder
meetings properly in accordance with the
law and to allow shareholders to exercise
their rights fully and in an informed
manner.

For Year 2005, the Annual General
Meeting of Shareholders no. 182 was held
on April 5, 2005. Notice of the meeting,
detailed agenda and accompanying
documents and the proxy form were sent
to shareholders 15 days in advance to
assist shareholders in casting their vote
on each agenda item and in exercising
their rights.

Information provided to sharehoiders
in order that they will have sufficient
information for consideration of each
agenda item and to allow them to use
their rights effectively included:

¢ Factual details, reasons, and the
Board's recommendation on each
agenda item.

* Material information, such as profiles
of the candidate for election to fill the

board seat vacated by the director
who retires by rotation and details
of remuneration of director and
board committee members for the
shareholders’ information.

* Details of meeting procedures and
appointment  of  proxy, advising
that shareholders may appoint an
independent director or the President
as their proxy.

In addition, for convenience, separate
registration was provided for shareholders
and proxy holders. Separate voting slips
were provided for each agenda.

The 2005 Annual General Meeting of
Shareholders was chaired by the Board
Chairman. 11 directors including the
chairmen of the board committees
attended and responded to shareholders’
questions. Before the meeting formally
began, the Chairman explained the
voting procedures. After each agenda
item, the voting results on the agenda
item, which were compiled through the
bar code system, were announced. At
the end of the meeting, the President
also announced the number of increased
votes registered during the session.

For the shareholders’ convenience, multi-
media presentations were also shown
during the meeting and a simultaneous
Englishtranslationwas provided for foreign
sharehoiders. The Chairman allowed
the shareholders fair opportunity to ask
questions and make recommendations,
and provided comprehensive clarification
when requested.

The minutes of the meeting were recorded

and the vote on each agenda item was
counted and announced. The minutes
were submitted to the Stock Exchange
of Thailand 13 days after the meeting
and posted on our website {(http://www.
scb.co.th) under “Investor Realations.”
The minutes will be submitted to the
shareholders for ratification in 2006
Annual General Meeting as provided by
the Articles of Association.

In addition, the Bank adopted a policy to
postthe Notice of the 2006 Annual General
Meeting of Shareholders and related
documents on our website (http://www.
scb.co.th) under “Investor Relations”
in order to increase a communication
channel for the shareholders to promptly
receive such information.

POLICY ON STAKEHOLDERS’ RIGHTS

The Bank recognizes the rights of all
stakeho!ders, and has in place a policy
whereby all stakeholders’ rights are
safeguarded by strictly complying with
applicable laws and regulations, inciuding
the Bank’s policies which are stated in the
Corporate Code of Conduct as follows:

Customers

To provide optimal benefits and
satisfaction to our customers through
delivery of quality products and
services, fairtreatment, and information
confidentiality safeguards.

Shareholders

To deliver satisfactory returns to
our shareholders through sustained
superior operating results, effective
internal control, auditing systems, and
risk management.
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¢« Employees
To recruit and retain quality and
capable personnel, continuously
implement personnel development
programs, and provide job security and
career advancement opportunities.
(Details of 2005 performance of the
Bank’s human resource management
is provided on page 26 of this report.)

Business partners and Competitors
To conduct business with the bank’s
partners and competitors with fairness
and confidentiality in compliance with
applicable faws and regulations; not
using dishonest or unethical means
to gain information about our partners
and competitors,

Creditors and Suppliers

To honor our agreements entered into
with the bank’s creditors and suppliers
in accordance with their terms and
relevant laws and regutations,

Social responsibility

To conduct the bank’s business with
responsibility towards the society
and with sensitivity when dealing with
issues which are related to public
interest; and to regularly support
and participate in activities that are
beneficial to communities and the
society.

tn addition, the Bank has other guidelines
as follows:

+ Environment

To abide by environmental laws and
regulations, implement effective safety
and environmental management
measures to prevent negative impacts
on local communities, and promote
employees’ awareness of and concern
for the environment.

Conflict of interest
To implement measures to control and

prevent transactions which may involve
conflict of interests or inappropriate
transactions with connected parties;
and to put in ptace and follow policies,
regulations and approval procedures;
and to comply with regulatory
requirements on approvai of and
disclosure of information on connected
transactions.

Information disclosure

To deliver thorough, accurate and
timely information to shareholders,
investors, and the public in compliance
with relevant laws and regulations.

Corporate governance

To abide by governance principles
prescribed by regulators of
commercial banks. and tisted
companies; and to earn the trust of
its stakeholders to develop world-
class governance systems for their
benefit.

LEADERSHIP AND VISION

In pursuing the vision of the Bank “to
be the Bank of Choice for Customers,
Shareholders and Employees”, the
Board is committed to conduct itself in
accordance with the highest standards of
ethical behavior and in accordance with
the law. The functions and responsibilities
of the Board are as stipulated by law and
the resolutions of shareholders. This
includes the following:

(a) developing and/or approving policies
and strategies for, and financial
objectives of the Bank and monitoring
the implementation of these policies,
strategies and financial objectives,
with the aim of maximizing its
economic value and shareholders’
wealth;

i

formulating and/or approving
structures, procedures, and practices
designed to ensure compliance
with regulatory requirements, the
Articles of Association, resolutions of

The Annual General Meeting of the Shareholders No. 182, SCB Head Office

shareholders’ meetings and general
ethical standards;

formulating and/or approving
structures, procedures and practices
designed to ensure that there
are appropriate systems of risk
management, compliance and
internal control;

)

s

monitoring  and  assessing  the
performance of management in
achieving strategic targets and
budgets approved by the Board (at
least half-yearly);

(e

setting criteria for, and evaluating,
the performance of the President,
and other senior members of
the management team (at least
annually),

(f) reviewing, on aregular and continuing
basis, the succession plan for the
position of President;

(g) observing and ensuring compliance
with the Directors’ Code of Conduct.

Members of the Board are persons who
have the background and experience in
finance, banking, business, marketing,
legal, management, and/or such other
experience deemed beneficial to the Board
in performing its duty,

At present, there are 15 Board members,
whose names and backgrounds are
provided on page 6-9 of this report.

BALANCE OF POWER FOR
NON-EXECUTIVE DIRECTORS

The size and composition of the Board
are as prescribed in the Bank’s Article
of Association and the Board's Charter.
In particular, at least 3 members or one-
fourth of the Board {whichever is higher)
are Independent Directors, and not more
than one-third of the Board serve as
Executive Directors.

Independent Director

An independent director is a Director
who does not have any related business
or work that may affect his or her
independent decision. A Director is not
considered to be independent if such
Director:

{a) holds shares in excess of 0.5 per cent
of the issued shares of the Bank or
any of its subsidiary, associated or
related companies, including shares
held by a related person;

(b) takes part in the management
of the Bank or its subsidiary,
associated, or related companies
or major shareholders of the Bank,
or receives the salary from the
Bank, or its subsidiary, associated
or reiated companies, or its major
shareholders.

(¢} is an advisor who receives salary from
the Bank or its subsidiary, associated

Ratchayothin Head Office,
SCB Park Plaza:
1996 - present

By the early 1990’s the Bank was
fast outgrowing the Petchburi Head
Office and Thailand was on the cusp
of another major economic boom.
Accordingly, the decision was made to
build a new world-class complex that
would support the Bank as it leveraged
from the relentless economic growth.
The new complex ranked as one of the
best facilities of its kind in Thailand
and the Bank moved to the new
Ratchayothin Head Office on January
29, 1996.

Sadly, the economic crisis of the late
1990’s brought economic growth to
a standstill. Together with the other
financial institutions the. Bank was
severely testedinits ability to withstand
the erosion to its asset quality. In the
aftermath of the economic crisis, SCB
increased its registered capital to
Baht 40,000 million in 1998 and again
to Baht 70,000 million in 1999 to
resolutely respond to the challenges
it faced.

In 2001, the Bank launched the Change
Program, a strategic transformation
plan that would restore the value of
the Bank’s franchise and reposition its
competitive profile. Also, it sought to
strengthen the SCB financial services
Group’s business capabilities to
meet future competition and related
challenges. The underlying mission of
the Programisto emerge as the Premier
Universal Bank in Thailand. Since, a
large number of deep rooted changes
have been initiated - rearganizatien,
new business models, redesigning
processes and implementing new
systems, enhancing the SCB brand,
and nationwide network expansion.

The Program has been a resounding
success, as attested by its record
growth and profits over the last two
years. Much more remains to be done
to sustain and enhance its competitive
capabilities. The vision is very simple
- SCB will strive to be “the Bank of
Choice for Customers, Shareholders,
and Employees”. With a unique
heritage and a century of services,
SCB fooks boldly ahead to the next
100 years,
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or related companies, or
shareholders of the Bank;

major

(d) has any direct or indirect benefit
in financial and management of
the Bank or any of its subsidiary,
associated or related companies, or
its major shareholders; or .

is related to, or is a close relative
of a senior executive or a major
shareholder of the Bank.

(e

The definition of independent director
conforms with the Bank of Thailand’s
regulation on composition of the board
of directors of a commercial bank to
enhance corporate governance dated 3
December 2005 which is more stringent
than the minimum requirement of the Stock
Exchange of Thailand.

« Executive Director

An executive director is a Director who
is involved in the bank management on
a full-time basis, and receives regular
monthly remuneration from the Bank in
the form of salary or its equivalent.

Atthe present, the Bank has 6 Independent
Directors (40% of total number of
directors) i.e. Mr. Anand Panyarachun,
Mr. Pichai Chunhavajira, Mr, John
William Hancock, Mr. Maris Samaram,
Mr. Tiraphot Vajrabhaya, and Mr. Sumate
Tanthuwanit, and 3 Executive Directors
(20% of total number of directors) ie.
Mr. Vichit Suraphongchai, Khunying Jada
Wattanasiritham, and Mrs. Kannikar
Chalitaporn.

SEGREGATION OF POSITIONS

According to the Bank's governance
structure, the Board elected one of its
Directors who does not hold an executive
position in the Bank as its Chairman.
The Chairman of the Board of Directors
does not chair the Executive Committee
and is not the President of the Bank,
in compliance with the principle of
segregation of roles in policy formulation
and oversight from those in operations
management.

The Board appoints one of its members
as Chairman of the Executive Committee.
The Chairman of the Executive Committee
has the powers and duties to administer
and manage the business of the Bank
as assigned by the Board including
formulation and review of key strategies
and practices, roles relating to other
Board committees and ensuring that
the Executive Committee abides by its
charter. The Chairman of the Executive
Committee is an autharized director.

Under the Bank’s Regulations, the
President is an ex-officio member of the
Executive Committee. The President is
also an authorized director and has the
powers and duties that the Board deems
appropriate, including the following :

.To implement the Bank's operations
according to the policies, strategies
and goals approved by the Board.

N

.To monitor and provide reports on
business conditions and the Bank's
position, and recommending options
and strategies which are consistent
with the Bank’'s policies and market
conditions.

w

.To consider and approve credit,
investment, and debt restructuring
in accordance with the approval
regulations.

N

.To manage and supervise of the
Bank’s operations such as finance,
risk management, internal control,
operations, and human resources.

w

. To represent the Bank including having
the authority to deal with government
agencies and regulators.

6.To oversee communications with

the public, shareholders, customers

and employees to ensure that they
are positive and enhance the Bank's
reputation and image.

~

To implement assignments entrusted
to him/her by the Board and the Board
Committees.

o

To oversee implementation of good
governance practices bank-wide.

BOARD COMMITTEES

The Board has appointed 5 board
committees, namely

1) Executive Committee,

2) Audit Committee,

3) Compensation Committee,

4) Nomination and Corporate Governance
Committee, and

5) Risk Management Committee.

In addition, there are 4 management
committees, namely

1) Strategy and Review Committee,
2) Change Program Steering Committee,

3)Asset and Liabilities
Committee, and

Management

4)Investment Committee.

Details of the composition, functions and
responsibilities of the board committees
and the management committees are
available onourwebsite (http: / /www.scb.
co.th) under “Corporate Governance”.

DIRECTOR AND MANAGEMENT
REMUNERATION

The Board's policy is that director
remuneration should be appropriate and
reflect their duty and responsibility to
fulfill the expectations of the stakeholders
and meet regulatory requirements. it is
implicit that the Bank’s directors must
possess appropriate  experience and

qualifications to discharge such duties.

At present, the current board
remuneration was approved at the Annual
General Meeting on April 3, 2000. The
Board Chairman receives a remuneration
of Baht 1.8 million per year, and Baht 1.2
million per year each for Board members.

Furthermore, at the Annual General
Meeting of Shareholders no.181 on
April 8, 2004, shareholders approved a
payment of directors’ bonus at the rate of
0.5 percent of dividend and authorized the
Board to determine how the bonus should
be distributed, effective from financial
year 2003. The shareholders approved a
dividend payment of Baht 2.00 per share
for 2004 operating results, or a total
payment of Baht 6,718 million. Payment
of directors’ bonus therefore totaled Baht
33.58 miltion.

The Board, based on recommendations by
the Compensation Committee, also sets
the remuneration of senior management
at the level of Senior Executive Vice
Presidents upward and the remuneration
of Executive Vice Presidents who report
directly to the President. These amounts
take into consideration the responsibility
of such executives, and their past, current
and anticipated contributions. To the
extent possible such compensation will
reflect the relative compensation level in
the marketplace for senior executives.

REMUNERATION OF BOARD
COMMITTEES

Remuneration of Board Committees is
determined by the Board. In setting the
remuneration, the Board is advised by the
Compensation Committee.

Executive Committee: The Committee
Chairman receives Baht 300,000 per
month. Each member of the Executive
Committee receives Baht 150,000
per month. The President of the Bank
is an ex-officic member and receives
no payment. A Senior Executive Vice
President who also serves as @ member
of the Executive Committee receives no
payment.

Audit
Chairman

Committee.  The Committee
receives Baht 75,000 per
month plus Baht 15,000 fee per
attendance. Each Audit Committee
member receives Baht 50,000 per month
plus Baht 10,000 fee per attendance.

Compensation Committee: The Committee
Chairman receives Baht 30,000 per month
plus Baht 15,000 fee per attendance.
fach Compensation Committee member
receives Baht 20,000 per month plus
Baht 10,000 fee per attendance.

Nomination and Corporate Governance
Committee: The Committee Chairman

receives Baht 30,000 per month plus
Baht 15,000 fee per attendance. Each
Nomination and Corporate Governance
Committee member receives Baht
20,000 per month plus Baht 10,000 fee
per attendance.

Risk  Management Committee: The
members of the Risk Management
Committee receive no payment as

it is comprised solely of the Bank's
executives.

Remuneration for the Board and the
Board Committees was reported to the
shareholders at the 2005 Annual General
Meeting on April 5, 2005.

REMUNERATION FORTHE BOARD,
THE BOARD COMMITTEES, AND
SENIOR EXECUTIVE OFFICERS IN
2005

1.Remuneration in Cash

1.1 The Board of Directors, totaling
15 persons, received aggregate
meeting allowances of Baht 18,60
million, (ref: Table 1)

1.2 The Board of Directors, totaling
17 persons, received aggregate
payment of directors’ bonus for
Year 2004 operations of Baht
33.58 million. (ref: Table 1}

1.3 Meeting allowances of the
members of Executive Committee,
Audit Committee, Compensation
Committee, and Nomination and
Corporate Governance Committee
(9 persons) totaled Baht 9.84
million, (ref: Table 1)

1.4 Remuneration of the Executives
from Senior Executive Vice
President level upward (6 persons)
totaled Baht $4.33 million.

2. Other Remuneration

The Bank's provident fund contribution to
the President and Senior Executive Vice
Presidents (4 persons) totaled Baht 3.48
million.

BOARD MEETINGS

The Board Charter requires that it hold
not less than 6 meetings per year.
Special meetings are convened as
necessary. In 2005, there were 13 Board
meetings. Principal meeting agendas
were: consideration of the Bank’s
strategic direction, annual business plan
and budget, quarterly financial reports,
status of the Change Program, significant
credit and debt restructuring, significant
acquisition and disposal of assets, key
organization and management changes,
new policies and performance reviews,
The Company Secretary ordinarily
prepares and circulates the agenda and
relevant documents at least 7 days before
each meeting to allow Board members
time to consider the issues.
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The Company Secretary records the
minutes, which are ordinarily circulated
to the Board members within 7 days after
the meeting, The minutes are adopted at
the next subsequent meeting, and are
kept for scrutiny by the Board members
and other concerned parties.

Details of Directors attendance record in
2005 are shown as follows: (ref: Table 2)

DIRECTOR ORIENTATION AND
DEVELOPMENT

The Bank holds orientation meetings for
new board members. In these meetings,
briefings on the Bank’s policies and key
business operations are given by senior
executives and important documents
listed below are provided to the new
directors:

. The Director Manual. The main headings
are: roles and responsibilities of directors,
policystatementoncorporategovernance,
approval authorities, prohibitions under
applicable laws, roles and responsibilities
of the Board committees.

N

. Articles of Association and Regulations
of the Bank.

3. The Bank’s latest annual report.

In addition, the Bank encourages its
Directorstoattendcoursesorjoinactivities
aimed at enhancing their performance in
the Board and Board Committees. 11
Directors have participated in the Thai
Institute of Directors {tOD)'s director
programs such as: Chairman Program,
Directors Certification Program (DCP),
Director Accreditation Program (DAP)
and Audit Committee Program.

BOARD ASSESSMENT

The Board endorsed the Nomination
and Corporate Governance Committee's
proposal on the process of the board
performance assessment for Year 2005,
The Company Secretary was assigned to
send the assessment forms which cover
1) Performance assessment of individual
" Board members, 2) Performance
assessment of the Chairman of the
Board, and 3) Performance assessment
of the Board as a whole, and to gather
those forms to deliver to the Chairman of
the Nomination & Corporate Governance
Committee for consideration. The results
will be discussed at a Board Meeting
accordingly. Details of the process are
available onourwebsite (http: / /www.sch.
co.th) under “Corporate Governance”,

The assessment of performance over a
calendar year will be undertaken on a yearly
basis during January and February. At the
Annual General Meeting in April of each year,
the Board will use the assessment as a basis
for its recommendation to shareholders on
reelection of directors who will retire by
rotation.

The Board ‘:

The

(1) Mr. Peter Seah Lim Huat is a foreign resident.
the Meeting of the Compensation Committee no. 2/2005, Mr. Seah attended the Meeting via teleconferencing.
the Meeting of the Nomination and Corporate Governance Committee no. 2/2005, Mr. Seah attended the Meeting via teleconferencing.

{2) Mr, Sumate Tanthuwanit

|ABLE 1 Remuneratlon for the Board and the Board Commlttees

Unit: million Baht

f: The Directors’

Name " The Audit “ The.. | The Nomination
f Directors ! Executive ~ Committee | Compensation ||, and Corporate ;' Bonusfor '
. Committee & i, Committee ' Governance 2004
¢ . : i ol Committee Operatlons
[ PSR A PO s ORI ..
1. Mr. Chirayu Isarangkun Na Ayuthaya 1.80 2 19
2..Mr. Vichit Suraphongchat 1.20 3.60 2.19
3. Mr. Maris Samaram 1.20 1.02 2.19
4. Mr. Anand Panyarachun 1.20 0.40 0.40 2.19
5. Mr. Bodin Asavanich 1.20 1.80 2.19
6. Mr. Tiraphot Vajrabhaya 1.20 0.64 2.19
7. Mr. Pichai Chunhavajira 1.20 0.66 2.19
8. Mr. John William Hancock 1.20 0.27 Q.27 239
9. Mr, Peter Sesh Lim Huat 1.20 0.26 0.26 2.19
10. Mr, Surmate Tanthuwanit 1.20 0.26 2.19
11. M.R. Disnadda Diskul 1.20 2.19
12. Mrs. Puntip Surathin 1,20 2,19
13. Mr. Prakob Tantiyapong " 1.20 0.99
14. Khunying Jada Wattanasiritham 1.20 219
15. Mrs. Kannikar Chalitaporn 1.20 2.19
16. Mr. Sohei Sasaki @ 0.80
17. Mr. \/eracha\ Tantikui @ 1.09
Total ’ 18.60 Csa0 U 2mz il a9 0.93 33.58
Remark:
(1) Mr. Prakob Tantiyapong has been appointed to be the director since July 19, 2004.
(2} Mr. Sohei Sasaki resigned on May 14, 2004
(3} Mr. Verachai Tantikul resigned on July 1,2004
TABLE 2 Details of D;rectors attendance record in 2005
Name i, The Board i The \ The Aud:t The The Nomination Tenure
of Directors’, Executive : Committee Compensatlon and Corporate As of Dec 31, 05
@ ' . Committee ;,' » Committee Governance
; Committee
1. Mr. Chirayu Isarangkun 12/13 - - - - 18 years and 3 months
Na Ayuthaya
2. Mr. Vighit Suraphongchai 12/13 27/27 - - - § years
3. Mr. Maris Samaram 11/13 - B/8 - 2 year and 10 months
4, Mr, Anand Panyerachun 12/13 - - 3/3 3/3 1st Tenure; 12 years
and 2 months
2nd Tenure: 8 years
and 2 months
5. Mr. Bodin Asavanich 13/13 23/27 - - - 4 years
4. Mr, Tiraphot Vajrabhaya 11/13 - 4/8 - - 2 years and 8 months
7. Mr. Pichai Chunhavajira 9/13 - &/8 - - 2 years and 8 months
8. Mr. John William Hancock 11/13 - 3/3 3/3 6 years and 6 months
9. Mr, Peter Seah Lim Huat 7/13 - - 2/3 2/3 6 years and 6 months
10. Mr. Sumate Tanthuwanit @ 10/13 - 2/3 - 2 years and 8 months
11. M.R. Disnadda Diskul 9/13 - - - 1st Tenure: 5 years
and 7 months
2nd Tenure: 3 years
and 3 months
12. Mrs. Puntip Surathin 9/13 - - - - 2 years and 5 months
13. Mr. Prakab Tantiyapong 13/13 - - - - 1 years and 5 months
14. Khunying jada 13/13 27/27 - - - 6'years and 10 months
Wattanasiritham
15. Mrs. Kannikar Chalitaporn 11713 26/27 - - - 3 years and 11 months
Remark;

the Meeting of the Compensation Committee no. 2/2005, Mr. Sumate attended the Meeting via teleconferencing.
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CODE OF CONDUCT

The Board has approved the Corporate
Code of Conduct to provide a framework
for the Bark's operations in alignment with
its 3 Core Values, as follows:

.Integrity: We are open, honest and

ethical~as individuals and as an
organization.

2.Accountability: We take our
commitments seriously, and stand

accountable for all our actions.
Teamwork: We value the contributions
of others, and know that we are
strongest when we work together.

<

In addition, the Board formulated a
Director’'s Code of Conduct settling as
the ethical standards for its directors.
Oirectors will pursue the highest standard
of ethical conduct in the interests of
shareholders and all other stakeholders.
The Code covers important principles
such as honesty and integrity, conflicts
of interest, and compliance with laws and
regulations.

In 2003, the Bank introduced a new
version of Employee Code of Conduct,
setting out standards of professionail and
ethical conduct for all employees of SCB
group. The employees at all levels are
expected to conduct themselves in an
honest, diligent, and responsible manner
and do what is right. This will build and
sustain confidence and trust among our
customers, shareholders and the general
public.

Details of Corporate Code of Conduct,
Director's Code of Conduct and
Employee’s Code of Conduct are available
on our website (http://www.scb.co.th)
under “Corporate Governance”.

COMPANY SECRETARY

The Board of Directors appeinted Ms.
Siribunchong Uthayophas, Senior Vice
President, Manager, Board Secretariat
and Shareholder Services Office, as the
Company Secretary to take responsibility
for matters connected with the meetings
of the Board and the shareholders and to
contribute to best corporate governance
practices,

The  Company  Secretary  reports
functionally to the Chairman of the
Board of Directors and operationally to
the President. Detzils of the Company
Secretary’s functions are available on our
website (http://www.scb.co.th)
“Corporate Governance’.

under

APPOINTMENT OF THE
AUDITORS AND FIXING THE
AUDITING FEE

The Board assigned the Audit Committee
to consider and propose the appointment
of the external auditors and the auditing
fee to the shareholders for approval at

every of the Annual General Meeting of
shareholders. At the 2005 Annual General
Meeting, the shareholders approved the
following items:

.The appeintment of Dr. Suphamit
Techamontrikul License t N0.3356,r
Mr. Niti Jeungnijnirun License No.3809
or Mr. Permsak Jerajakwattana License
No.3427, of Deloitte Touche Tohmatsu
Jaiyos Office to be the auditor of the
Bank for the financial year 2005.

~n

.The audit fee and other fees in the
amount of Baht 10.2 miilion in total,
comprising of Baht 7.3 million for
auditing the Bank’'s account and Baht
2.9 million for auditing the accounts of
the Bank’s foreign branches.

CONFLICT OF INTERESTS

The Board attaches importance to
consideration and prevention of
transactions which may involve conflicts
of interest and related party transactions
in "compliance with good governance
principles. The Bank has adopted a code
of conduct for the Board and a code of
conduct for employees, and a policy and
procedures for approval, reporting and
disclosure of information to regulatory
authorities. its directors and executives
are required to notify the Bank of any
related interest or transaction which may
cause a conflict of interest. They are not
allowed to participate in consideration of
matters in which they may have beneficial
interest. Directors and Executives are
prohibited from using inside information
for personal benefits.

The Bank has adopted a policy guideline
on transactions with related parties,
namely subsidiary company, associated
company, major shareholder, executive,
andcontrollinginterest. Suchatransaction
must be conducted on the same basis
as that for a normal transaction with a
third party in respect of pricing and other
conditions. Details of major related party
transactions that took place in 2005 are
provided in the Notes to the Financial
Statements.

INTERNAL CONTROL

The Bank recognizes that effective
risk management and appropriate and
effective internal control systems are
crucial for the effective and efficient
management of the Bank, prevention
and mitigation of factors that may put
assets of the Bank and its clients at risk,
the Bank's reputation and compliance
with relevant taws and regulations. The
key control systems are:

Alignment of the organization structure
with the Bank's goals and businesses,
functions, responsibilities and reporting
lines of the business units.

Clear designation of authorities of
executives and operational staff,
Approval authorities of operating

and monitoring functions are clearly
segregated to ensure check and
balance. The Bank reviews its
subsidiaries’ operations on a regular
basis.

The Audit Committee assesses the
adequacy of the Bank’s internal
control systems through review and
approval of the audit plan, audit
reports prepared by the Audit Group
and the external auditors concerning
the appropriateness and the adequacy
of the control systems, compliance
with regulatory requirements, custody
of assets, financial reporting, and
existing accounting policies. Joint
meetings are held at least once every
guarter and the Committee discusses
with management the adequacy of the
control systems.

The Risk Management Committee
is responsible for setting the risk
management framework and policy
guidelines, review of risk management
policy guidelines to contain risks
at acceptable levels, and ensuring
compliance.

{ssuance of written policies, rules and
procedures, operational manuals and
internal control guidelines. In addition,
business units and subsidiaries have
adopted self risk assessment and
contro! practices.

The Audit Group is instrumental fer
supervision of and auditing operations
of business units and subsidiaries.
The audit plan covers high-risk
functions and alt operational aspects
- management, operation, financial,
reporting, regulatory compliance, and
IT control.

DISCLOSURE POLICY

The Bank has established a -disclosure
policy, approved by the Board of Directors
in 2003, with the aim to deliver accurate,
sufficient, thorough, and timely disclosure
of information to shareholders, investors,
and the public. This policy complies

with all laws and regulations related to
dissemination of information. The main
intent is to ensure that the investment in

the Bank’s securities is based on fair and
informed decisions.

The designated Bank executives to act
as Disclosure Officers, comprise The
Chairman of the Board, the Chairman of
the Executive Committee, the President,
the Chief Financial COfficer, and the
Division Head of Investor Relations. The
Disclosure Officers meet and provide
information to interested parties various
occasions as follows:

One-on-one meetings with investors ~
and equity analyst (114 meetings in
2005),

General meeting with equity analysts, 2
times a year;

Participating in Investors conferences
(2 conferences in 2005);

Road Shows (3 in 2005);

Press conferences

Aninvestar relations unit is responsible for
disseminating information to interested
parties through various communication
channels, including Securities Exchange
of Thailand’s communication channels,
the Bank’'s web site; http://www.scb.
co.th{investor Relations) and SCB Update,
a newsletter to the shareholders.

in conjunction with investor relations
activities, the Bank regularly held press
conferences to release key information
to the public such as operating results,
business strategy.

In January 2006, the Bank held a meeting
with analysts and a press conference to
discuss the operating results for 2005
and the business plan for 2006. A plan
has been prepared for discussion of 2006
operating results with equity analysts and
the press.

To contact the Investor Relations
Unit, the general public may call
0-2544-4222 or e-mail at : investor.

relations@scb.co.th

Changes in shareholding in the bank’s
shares or debentures (ref: Table 3)
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TABLE 3 CHANGES IN SHAREHOLDING IN THE BANK’'S SHARES OR DEBENTURES

1 Mr. Chirayu Isarangkun Na Ayuthaya Chairman . . BT R T

2 Mr. Vichit Suraphongchai Director and Chairman of the Executive Committee . . e . t-

3 Mr. Maris Samaram | Independent Director and Ch'a’irrna‘n Q'f the Audit Committee : -

4 Mr. Anand Panyarachun Independent Director, Chaifman of the Comipensation o 428 793 SCB L R

’ . Committee and Chairman of the Nommanon and Corporate . ‘f,.‘ : 325300 SCB— o :

‘Governance Commlttee B i ) o - .

5 ' Mr. Bodin Asavanich ) D!rector and Exeoutnve Dlrector - o . : RO 580 scs . (N 000 SCB)
o L ' : R (1,580 SCB-P)

6 Mr: Tiraphot Vajrabhaya Independent Director and Member of the Audit Committee s K 133,600‘ SCB ‘ (1 0, 000 SCB)

D U . 15,000.SCB-P -
7 Mr. Pichai Churhavajira ' Independent Director and Member of the Augit Committee 1 S S
8  Mr, Jehn William Hancock Independent Director, Member of the Compensat\on ) . 1,000:8CB . . ‘ -
’ Committee and Member of the Nomlnatuon arid Corporate ‘ I C

Governance Comm\ttee

9  Mr. Peter Seah Lim Huat - Dxrector Member of the Compensatlon Comr’mttee and’ . - o " -
Member of the: Nommatlon and Corporate Governance ’
Committee : : ) }

10 Mr. Sumate Tanthuwanit Independent Dlrector and Member of the Compensation . Lo 101,953 sCB o
Committee : : e -

11 M.R. Disnacda Diskul Director ' I . -

12 Mrs. Puntip Surathin Director - 426 SCB -

13 Mr. Prakob Tantiyapong Director - -

14 Khunying Jada Wattanasiritham President and Executive Director . - -

15 Mrs. Kannikar Chalitaporn " - Director & Senior Executive Vice President and Executive - -
Director

16 Mr. Sirichai Sombutsiri Senior Executive Vice President, Corporate Banking Group ' - -

17 Mr. Deepak Sarup . Senior Executive Vice Pre,sident, Change Program and - . -
Information Technology °

18  Mr. Wuchien Michael Than Senior Executive Vice President, - -
Human Resources Group

Remark :

SCB = SCB Ordinary Shares
SCB-P = SCB Preferred Shares

Bank's Directors who held the Bank’s debenture: None
Bank’s Directors who held share or debenture of an affiliated company: None
Bank's Directors who had direct or indirect interest in any contract which made by the Bank: None
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Audit Committee Repor

The Bank Audit Committee is composed of 3 independent directors:

1. Mr. Maris Samaram Chairman of the Audit Committee
2. Mr. Tiraphot Vajrabhaya’ Member of the Audit Committee
3. Mr. Pichai Chunhavajira Member of the Audit Committee

The Committee’s term expired on 5 April 2005. The Committee was reappointed for another two years by the Board at its meeting no. 2/2005 on 24
February 2005.

The Audit Committee held eight meetings in 2005 and performed its duties and responsibilities as assigned by the Board. During these meetings senior
executives in charge of finance, risk management, internal audit and related operations, as well as the external auditor, were invited to attend Audit
Committee meetings to submit reports and for consultations on relevant matters. The Audit Committee performed the following tasks during the year:

Reviewed the quarterly, half-year, and annual financial reports to ascertain that they were accurate and in compliance with generally accepted accounting
standards. The Committee discussed with management and the auditor on the Bank’s accounting policies, the process of report preparat|on and the
disclosures accompanying the financial reports to assure their appropriateness, integrity and comprehensiveness.

Reviewed the audit plan and made adjustments sc as to be able to comprehensively cover risk issues that fit the changes to the Bank’s operations and
processes, The Committee received and noted audit reports from the internal and external auditors. On crucial findings, the Committee discussed the
matters with concerned executives and urged them to implement necessary remedial measures. These matters were also reported to the Board. The
Committee directed the Audit Group to develop an information system to keep track of recommended actions to be taken to enable management and
the top executives of the audited units to supervise and follow up on the impiementation of the auditors’ findings.

Received regular reports from the Risk Management Committee. The Committee assigned the Audit Group to train other business units to implement
control and risk self-assessments on a continuous basis. The Committee recommended that the Bank use the results of these assessments and the risk
self-assessments mandated by the Bank of Thailand in order to be able to continue to maintain an effective internal contraot strategy. The Committee
believes that the Bank has in place effective internal control and risk management systems.

Confirmed that the Bank has an on-going compliance function that will assure that it is in compliance with the relevant laws and the regulations of the
Bank of Thailand, the Stock Exchange of Thailand, the Securities and Exchange Commission, and other regulatory requirements. The Committee was
informed about reports of connected transactions.

Followed and reviewed the development of the Bank's IT systems, as well as reviewed the problems that have been encountered with respect to the
implementation of the Bank’s new IT system, inciuding issues related to data security systems. The Co mmittee also determined that information derived
from the Bank’s IT systems is adequate and that the level of investment is appropriate.

Reviewed the auditors’ performance during the year. The auditors provided opinions and recommendations that were useful in the process of preparing
the Bank's financial reports, s well as improvements to its internal control and accounting procedures. The Committee will recommend the re-appointment
of the auditors for another term. The Committee also reviewed the audit fees and will propose to the shareholders that the proposed audit fees be
approved.

In the Committee’s opinion, the information disclosed in the Bank’s financial statements and related notes are sufficient and are in accordance with
generally accepted accounting standards. It also determined that the Bank has adopted and implemented appropriate risk management and internal
control systems that are sufficient and consistent with its present business environment and support its commitment to best governance practices.

Mr. Maris Samaram
Chairman of the Audit Committee
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THE SIAM COMMERCIAL BANK PUBLIC COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

For quarter 4/2005 and the year ended December 31, 2005

This report discusses principal changes in the audited consolidated financial statements for quarter 4/2005 and the year ended December 31, 2005.

Operating Results

For the year ended December 31, 2005, net profit was a record Baht 18,883 million, an increase of Baht 394 million or 2 1% from Baht 18,489 million last year driven by an
increase in interest and dividend income resumng from toan expansion and interest spread management

. 2005 - 2004 % yoy
(Consolidated) . (Bt, million) (Bt, million)
Net profit : ‘ 18,883 - 18,489 i 2.1%
Gain on investment : 889 . 8,257 . -89.2%
Bad debt and doubtful accounts ~ . : 1,233 5,130 - -75.9%

Pre-provision profit excluding gain on investment 19,227 15,362 . 25.2%

Net interest and Dividend Income

Net interest and dividend income rose 20.1% yoy to Baht 25,489 million, up Baht 4,263 million from Baht 21,226 miliion last year, as interest and dividend income rose faster than.
interest expenses.

. 2005 2004 % yoy

(Consolidated) : -~ (Bt, million) - (8t, million) -

Total interest and dividend income ’ C .+ 32,073 . © 27,278 ) 17.6%
Interest on loans i : . . 25,977 721,840 . 18.9%
Interest on interbank and money market items 1,981 1,024 93.4%
investments . 4,115 4,413 -6.8%

Total interest expenses . . 6,584 ) 6,052 8.8%

Net interest and dividend income 25,489 21,226 ] 20.1%

Net Interest Margin (NIM) i 3.37% . 2.85% '

Interest on loans rose by Baht 4,137 miliion yoy to Baht 25,997 million, méin!y due to loan expansion and interest rate adjustments in the third and the fourth quarters of the year.
(MLR was raised from 5.75 % as at September 2005 to 6.50% as at December 2005) while interest and dividend income from investment decreased by Baht 299 million yoy to
Baht 4,115 million due to the reduction in the bond investment portfolio resulting from a decline in the Bank'’s liquidity. '

Interest expenses rose 8.8% yoy to Baht 6,584 million, up Baht 532 million'with deposit cost growing by Baht 436 million or 8.9% as the Bank raised fixed deposit fates in the third
and the fourth quarters of the year as well as interest'rates for major business cash management clients. In addition, interest on interbank and money market items increased by
Baht 215 miilion or 217% due to marked growth in money market transactions. Interest on short-term borrowing rose by Baht 172 million or 268% yoy while interest on long-term
borrowing feil Baht 290 miliion from the conversion. of subordinated convertible bonds under 1 year in to shert-term borrowing and.the issuance of short-term notes during the
year.

With interest and dividend income growing at a faster rate than funding cost, net interest margin (NIM) widened to 3.37% from 2.85% in 2004. In 4Q05, net interest margin
widened to 3.35% from 3.14% in the previous quarter.

Non-interest income

In 2005, the Bank booked investment gain of Baht 889 million compared with Baht 8,257 million last year‘ow‘ing to divestment of non-core business. Excluding investment gain,
non-interest income from core business was up 21.8% yoy to Baht 16,523 million, an increase of 2,958 million. Non-interest income dropped 20.2% yoy to Baht 17,412 million,
down by Baht 4,411 million. | .

* Fee and service income was Baht 10,380 million, up Baht 1,956 miliion or 23.2% yoy on growth in card business, bancassurance business, capital market business,
business cash management; loan-related fees and international trade. ‘

*  Gain on exchange was. Baht 1,928 million, up Baht 436 million from the previous year due to expansion in business volume especially with corporate clients.

* Income from equity interest in associated companies was Baht 482 million, a decline of Baht 272 million compared to a year earlier, mostly from lower performances of
subsidiaries due to market conditions. . . )

«  Other income was Baht 3,733 million, an increase of Baht 837 miltion or 28.9% yoy from gain on disposal of assets and fareclosed properties, reversal of provision for
diminution in appraised value of land and premises and provision for expense on sales of foreclosed properties.

2005 ) 2004

.o % yoy

(Consolidated) ‘ (Bt, million) (Bt, million)

Fees and service income . 10,380 8,424 . 23.2%
Acceptances, avals, and guarantees . ) 799 708 ' 12.9%
Others ) 2,581 7,716 24.2%

Gain on exchanges 1,928 1,492 29.2%

Income from equity interest in subsidiaries and/or associated companies )

482 753 - -36.1%

Other income - ) ) 3,733 2,896 . 28.9%

Operating Income 16,523 13,565 21.8%

Gain on investment 889 8,257 ) -89.2%

Total non-interest income 17,412 21,823 -20.2%
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Non-interest Expenses

Non-interest expenses in 2005 increased to Baht 21,801 million, up by 14.7% or Baht 2,787 million from last year, Principal items are listed as foliows:
* Personnel expenses increased by Baht 776 million yoy to Baht 7,819 million due to salary adjustment, provision for deferred bonus and higher headcount.
* Premises and equipment expenses increased by Baht 787 million yoy to Baht 5,065 million mainly from network expansion and other banking system expenses.
* Taxes and duties rose Baht 124 million yoy to Baht 1,344 million as interest income and gain on exchange increased.
* Fees and service expenses rose 29.2% yoy to Baht 2,052 million, up Baht 464 milfion, as a result of higher business volume and more outsourcing.
* Directors’ remuneration increased slightly from the previous year to Baht 89 million.
* Other expenses were Baht 2,922 million, up by Baht 590 million compared to Baht 2,332 million last year from expenses related to card business and marketing
expenditures,

2005 2004 % yoy

{Consolidated) (Bt, million) (Bt, million)
Personnel expenses - 7,819 7,043 11.0%
Premises and equipment expenses 5,065 4,278 18.4%
Taxes and duties 1,344 1,220 10.2%
Fees and service expenses 2,052 1,588 29.2%
Directors’ remuneration 89 83 7.2%
Contributions to the FIDF 2,510 2,470 1.6%
Other expenses 2,922 2,332 25.3%
Total non-interest expenses 21,801 19,014 14.7%

" Operating Cost to Income Ratio 51.9% 54.7%

With operating income increasing faster than operating expenses, operating cost to income ratio in 2005 decreased to 51.9% from 54.7% last year.

Loan Loss Provision

Loan loss provision in 2005 declined to Baht 1,233 million from Baht 5,131 million in 2004, In the previous year, the Bank set provisions for past dues of more than 48 months
against which lawsuits were not filed and for loan losses arising from the tsunami.

Financial Status

Assets
Total assets as at December 31, 2005 rose 6.5% yoy to Baht 814,587 million, up Baht 49,693 million. Detalls are listed below:
+ Loans (excluding accrued interest receivable) increased 9.3% yoy to Baht 612,062 million, up Baht 52,139 million.
* Total Interbank & money market items increased 0.9% yoy to Baht 58,982 million, up Baht 545 million,
» Securities purchased under resale agreements declined to Baht 100 million from Baht 8,900 million at the end of 2004 as a result of liquidity management.
* Net Investment decreased by Baht 19,133 million to Baht 107,197 million, owing to the sales of debt and .equity securities of non-core businesses.
» Properties foreclosed transfer increased by Baht 4,925 million or 38.7% yoy due to the reversal of foreclosed properties.

Liabilities
As at December 31, 2005, total liabilities increased 5.0% yoy to Baht 716,099 million, up Baht 34,304 million. Key factors are :

» Deposits dropped marginally by 0.8% yoy to Baht 625,335 million, down Baht 4,826 million, due to withdrawals at the end of year.

« Interbank and money market items increased by Baht 12,531 million on higher money market transactions.

» Borrowings increased 67.9% yoy to Baht 27,873 million, up Baht 11,272 million. Short-term borrowings increased by Baht 18,969 million from the issuance of Baht 9,736
million in short term bonds to demestic investors, repayable within 30 days to 270 days, with interest rates ranging between 1.50%-4.50% per annum, whilst long-term
borrowings decreased by 7,697 million from the redemption of subordinated convertible bonds in October 2005 and the conversion of subordinated convertible bonds
under 1 year to short-term borrowings.

Shareholder’s Equity
Shareholder’s equity increased 18.5% to Baht 98,488 million, up Baht 15,389 million. Principal items are :
* Baht 18,883 million increase from profits for the year.
* Baht 1,074 million increase from conversion of subordinated convertibie bonds into ordinary shares.
« Baht 3,234 million increase from revaluation surplus on land and premises apprisal.
+ Baht 1,501 million decrease from smaller surplus on investment revaluation due to sales of investment and decline in stock values in line with market conditions,
* Baht 6,718 million decrease from dividend payment in April at Baht 2,00 per share.

Book value per share {BVPS) at end December 2005 ascended to Baht 28.97 (ordinary and preferred shares at end of December 2005 totaled 3,399 million shares) from Baht
26.74 at end 3Q05 and Baht 24.84 at end 2004.

Off Balance Sheet: Contingencies :
As at December 31, 2005, the Bank and subsidiaries had combined contingencies of Baht 1,195,907 million, up 66.9% or Baht 479,542 million from the end of 2004. The increase
was driven by larger liabilities under unmatured import bills, letters of credit, and other contingencies in line with better economic activities, particularly international trade
transactions. Additionally, the Bank provided interest rate and exchange rate risk management services to customers.
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Dec 31, 05 Dec 31, 04 % yoy
{Consolidated) (Bt, million) {Bt, million)
Aval to bills and guarantees of loans 4,013 3,648 10.0%
Liability under unmatured import bills 4,588 4,107 11.7%
Letter of credit 10,812 9,827 10.0%
Other contingencies 1,176,494 698,783 68.4%
Total contingencies 1,195,907 716,365 66.9%

Loans and Deposits

As at end December 2005, consolidated gross loans increased 9.3% yoy to Baht 612,062 million. Gross loans at the Bank only totaled Baht 603,812 million or 98.7% of
total loans on the consolidated basis.

Loans on Bank-only account at end 2005

increased by Baht 48,362 million or 8.7% yoy to Baht 603,812 million.
Good loans expanded by Baht 68,878 million or 14.7% yoy while loans under Special Assets Group {Bad Bank) dropped by Baht 20,516 million or 23.3%.

Loan growth was broad-based. Retail loan growth continued to be robust, surging Baht 40,068 million or 25.7% from the end of last year, Corporate loans increased by
Baht 15,346 million or 7.2% while SME loans grew by Baht 13,464 million or 13.7%.

Dec 31, 05 Dec 31, 04 % yoy

(Bank only) (Bt, million) (Bt, million)
Good Bank 536,372 467,494 14.7%
- Corporate 228,970 213,624 7.2%
- SME 111,493 98,029 13.7%
- Retail 195,909 155,841 25.7%
Bad Bank 67,440 87,956 -23.3%
Total loans 603,812 555,450 8.7%

By sector {consolidated basis), housing loans recorded the fastest yoy growth of 18.1%, followed by other loans (14.0%) and utilities and services (9.9%). On the other hand,
real estate and canstruction decreased slightly by 4.1%. '

Dec 31,05 Dec 31, 04 % yoy
{Consolidated) {Bt, million) (Bt, million)
Agriculture and mining 10,369 9,931 4.4%
Manufacturing and commercial 228,458 215,699 5.9%
Real estate and construction 58,123 60,607 ~4.1%
Utilities and services 90,427 82,267 9.9%
Housing loans 184,743 156,391 18.1%
Others 39,942 35,028 14.0%
Total loans 612,062 559,923 9.3%

Deposits at end 2005 were Baht 625,335 million (consolidated basis), down Baht 4,826 million or 0.8% from end 2004. Though six-month and up to one year deposits rose
by 14.9%, total fixed deposits shrank by 13.27%. Meanwhile, demand and savings deposits increased by 9.0% and 13.8% respectively, As a result, the proportion of demand
and savings deposits increased from 55.1% at end 2004 to 60.8% at end 2005. ’

Dec 31, 05 Dec 31, 04 : % yoy
(Consolidated) {Bt, million) (Bt, million)
Demand 31,121 27,340 13.8%
Savings 348,922 319,994 9.0%
Fixed
- Less than é months 166,516 197,789 -15.8%
- 6 months and up to 1 year 21,096 18,362 14.9%
- Over 1 year 57,680 66,676 -13.5%
Total deposits 625,335 630,161 -0.8%

Loans to Deposits Ratio

Loans to deposits ratio (consolidated basis) grew from 88.9% at end 2004 to 97.9% at end 2005 because loan growth outstripped deposit growth.

Net loans to deposits ratio jumped to 89,1% at end 2005 from 78.7% at the end of 2005,

(Consolidated) Dec 31, 05 Dec 31, 04
Loans to deposits ratio 97.9% 88.9%
Net loan to depasit ratio 89.1% 78.7%
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Non-performing Loans and Loan Loss Provisions (Bank only)

Non-performing loans

As at December 31, 2005, non-performing loans (NPLs) or loans in substandard classification and lower according to the Bank of Thailand’s definition were Baht 57,112 million, or
9.3% of total loans, a decline from Baht 73,947 million (29.5% of total loans) at the end of last year mainly due to write-offs and sales of non-performing assets.

Combined NPLs of the Bank and Chatuchak AMC were Baht 59,765 million or 9.7%, a decline from Baht 76,355 million or 13.4% at the end of 2004.

(Bank only) Dec 31,05 Dec 31,04

Non-performing loans (NPLs) . Bt, million 57,122 73,947

% of total loans 9.3% 13.1%

Allowance per BoT’s requirement, for doubtful accounts and 8t, million 32,623 41,581
revaluation of debt restructuring

Total allowance, for doubtful accounts and revaluation of debt restructuring 8t, million 49510 61,411

% of NPLs 86.7% 83.0%

% of Allowance per BoT’s requirement 151.8% 147.6%

Allowance for doubtful account
The Bank's policy is to set aside an appropriate ratio of general reserve to good loans. Provision in 2005 was for new loans only.

As at December 31, 2005, allowance for doubtful accounts and revaluation allowance for restructured debt totaled Baht 49,510 million. In the year 2005, the Bank set aside
pravision of Baht 1,200 million.

The coverage ratio of loan loss provision to non-performing loans increased to 86.7% from 83.0% in 2004. Compared to the Bank of Thailand’s requirement, the Bank had excess
loan loss provision of 51.8%, or Baht 16,887 million. '

Troubled Debt Restructuring

The Bank has implemented various methods of debt restructuring including transfers of assets and equity securities, changes in repayment condition, and combinations thereof.
In 2005, loans amounting to Baht 10,998 million were restructured. As at December 31, 2005, outstanding loans to restructured debtors including accrued interest, non-performing
loans and normal loans in the consolidated financial statements were Baht 66,062 million, a decrease from Baht 83,288 million at end 2004. For the Bank's financial statements,

outstanding toans to restructured debtors were Baht 65,327 million, a decrease from Baht 81,680 million at end 2004,

The Bank recognized interest income from debt restructuring in the amount of Baht 2,993 million, representing an annualized yield for the year 2005 of 4.0%.

(Consclidated) 2005 2004 % yoy
Loans to the restructured debtors Bt, million 66,062 83,288 -20.7%
Trouble debts restructuring in the period Bt, million 10,998 13,272 -17.1%
interest income recognized in the statement of income Bt, million 2,993 3,926 -23.8%

% of average

9
outstanding 4.0% 4.1%

Yield from restructured debts (annualized)

- Statutory Capital (Bank only)

The Bank's capital funds (Tier-1 and Tier-2 capital) as of December 31, 2005 were Baht 91,798 milllion, or approximately 15.1% of risk weighted assets (RWA), of which Baht
72,084 million, or 11.9% was Tier 1 capital.

Capital funds increased by Baht 6,282 million from Baht 85,516 million at end of December 2005 mostly from profit for the year.

imated ital .
Includiztintirfm (i:t:pmts* Statutory Capital
{Bank only) Dec 31, 05 Dec 31, 05 Dec 31, 04 % yoy
Tier-1 Capital Bt, million 81,756 72,084 63,374 13.7%
% of RWA 13.5% 11.9% 11.4%
Tier-2 Capital Bt, million 19,714 19,714 22,142 -11.0%
% of RWA 3.2% 3.2% 4.0%
Total Capital Bt, million 101,470 91,768 85,516 7.3%
% of RWA 16.7% 15.1% 15.4%
Risk Weighted Asset . Bt, million 607,456 607,456 553,848 9.7%

Remark: the second half of 2005 prefits were Baht 9,672 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity

In 20085, the Bank's liquidity decreased from the year 2004 as the Bank’s foans growth outpaced deposits growth. As a result, the Bank’s loan-to-deposit ratio increased
from 88.9% in 2004 to 97.9% this year.

The Bank’s policy on liguidity management is to arrange sources of funds at an acceptable cost. The Bank has set up an Assets and Liabilities Management Committee to

formulate policy on liquidity management. Also, the Bank has followed the Bank of Thailand's requirement on liquid assets which states that banks must maintain liquid
assets equal to at least 6% of total deposits. At least 1% must be in deposits with the Bank of Thailand, while inter-bank deposits must not exceed 2.5%.

Sources and Uses of Funds

In 2005, deposits accounted for 76.8% of SCB’s sources of funds. Other sources of funds included 12.1% from shareholders’ equity, 3.4% from issuance of debt instruments
and 3.4% from interbank borrowings.

In 2005, 73,5% of these funds were used in net loans and accrued interest, while another 13.2% were applied to investments. Meanwhile, interbank and money market

items made up 7.2%.

Classification of Loans and Deposits by Maturity

{Consolidated) Dec 30, 05 Dec 30, 04 % yoy
Amount % Share Amount % Share
(Bt, million) of Total (Bt, million) of Total
Loans
- Less than 1 year 271,385 44,3% 245,353 43.8% 10.61%
- Over 1 year 340,677 55.7% 314,570 56.2% 8.30%
Total loans 612,062 100.0% 559,923 100.0% 9.31%
Deposits
- Less than 1 year 619,545 99.1% 601,511, 95.5% 2.99%
- Over 1 year 5,790 0.9% 28,650 4.5% -79.79%
Total Deposits 625,335 100.0% 630,161 100.0% -0.77%

As shown in the above table, though deposits with more than 1 year maturity were less than loans with more than 1 year maturity, this is a norma! situation for Thai
commercial banks since depositors normally roll-over their deposits when they fall due. The problem of maturity mismatch is therefore viewed as an acceptable business risk.
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COMPARATIVE KEY FINANCIAL STATISTICS

(CONSOLIDATED BASIS)

Fianacial Status
As of December 31,
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Unit : Million Baht

zoos—r 2004 2003 2002 2001

Total Assets 814,587 746,865 746,838 675,722 719,585

* Loans 612,062 559,923 512,391 489,119 459,945

* Allowance for Doubtful Accounts (54,726) (64,066) (74,795) (82,579} (25,939}

* Investment-net 107,197 126,330 143,948 143,444 120,492

* Properties Foreclosed 17,647 12,723 11,522 12,649 11,689

Total Liabilities 716,099 681,796 670,180 622,657 656,713

* Deposits 625,335 630,161 612,871 574,504 605,980

+ Borrowings 27.873 | 16,601 | 24,435 25,837 25916

Total Shareholders’ Equity 98,488 ] 83,099 L 76,658 53,065 62,877

Financial Results
For the year ended December 31,
Unit : Million Baht

2005 2004 2003 2002 | 2001

interest and Dividend Income 32,073 27,278 27,999 30,550 33,328

Less Interest Expenses 6,584 6,052 8,461 12,689 16,943

Net Interest and Dividend Income 25,489 21,226 19,538 17,861 16,385

Non-interest Income 17,412 21,822 11,437 10,600 8,212

Total Income 42,901 43,048 30,975 28,461 24,597

Less Non-Interest Expense 21,801 19,014 15,773 15,708 14,472

Income (loss) Before Bad Debts and Doubtful Account 21,100 24,034 15,202 12,753 10,125

Less Bad Debt and Doubtful Account 1,233 5,130 2,455 25,084 9,527

Income Tax and Minority Interest 985 415 287 157 193

Net Income (loss) 18,883 18,489 12,460 (12,488) | 405
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Key Financial Ratios (Consolidated Basis) o

Unit : Percent

2005 2004 2003 2002 2001

Profitability Ratio

Return on Assets (ROA) 2.4 2.4 1.8 -1.8 0.1

Return cn Equity (ROE) 20.8 23.1 19.2 -21.5 0.7

Net Interest Margin (NIM) 3.4 29 2.7 2.6 2.4

Non Interest Income to Total Income (excl. Investment gains) 39.3 39.0 36.3 35.6 34.1
Efficiency Ratio

Operating Cost to Income 51.9 54.7 50.2 53.3 57.8

Operating Cost to Assets 2.7 2.5 2.1 2.2 2.0
Financial Ratio

Equity to Assets 12.1 10.9 10.3 7.9 8.7

Loans to Deposits 97.9 88.9 83.6 85.1 75.9

Net Loans to Deposits 89.1 78.7 71.4 70.8 71.6

Debt to Equity (Times) 7.3 8.2 8.7 11.7 10.4
Capital Adequacy Ratio

Total Capital to Risk Assets 15.1 15.4 12.9 14.0 16.6

Tier 1 Capital to Risk Assets 1.9 11.4 7.1 8.1 10.3

Tier 2 Capital to Risk Assets 3.2 4.0 5.8 5.9 6.3
Asset Quality Ratio (Bank only)

Nor-performing Loans to Total Loans 9.3 13.1 17.5 24.25 28.6

Total Allowance to Non-performing Loans 86.7 83.0 80.2 67.5 16.6

Total Allowance to Total Loans 8.2 1.1 14.2 16.5 5.2

Accrued Interest to Total Loans 0.2 0.2 0.3 0.5 0.5

Share Information*
2005 2004 .2003 2002 2001

Earnings per Share - EPS (Baht) 5.56 5.53 3.94 - 0.13
Book Value per Share (Baht) 2B.97 24.84 24.24 16.94 20.08°
Dividend per Share** (Baht) 3.00 2.00 1.40 - -
Market Capitalization (Billion Baht) 177.6 163.9 171.3 86.4 52.4
Number of Share (Million shares) 3,399 3,345 3,163 3,132 3,131

Remark:
* The Bank’s share includes ordinary shares and preferred shares.

** Dividend per share in 2005 as proposed to the Annual General Meeting of Shareholders in April 2006.
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THE SIAM COMMERCIAL BANK PUBLIC COMPANY LIMITED

BALANCE SHEETS

As at Decelmber 31, 2005 and 2004

. : UNIT : BAHT
CONSOLIDATED . BANK
Notes 2005 2004 2005 2004
ASSETS ‘
CASH 24,047,782,187 19,467,921,676 23,848,400,253 19,326,876,383
INTERBANK AND MONEY MARKET iTEMS 4.1 ‘
Domestic items
Interest bearing 9,307,714,101 9,784,348,443 7,402,462,023 8,619,008,716
Non-interest bearing 6,182,404,067 7,237,590,651 6,053,481,582 7,114,562,747
Foreign items R ’
interest bearing 40,657,892,347 39.5612,662,790 37,790,711,538 36,443,188,541
Nor-interest bearing 2,833,691,229 1,902,375,286 2,266,026,691 1,423,028,386

Total interbank and money market items 58,981,701,744 58,436,977,170 53,512,681,834 53,599,788,390
SECURITIES PURCHASED UNDER ) .

RESALE AGREEMENTS 4.2 100,000,000 9,000,000,000 100,000,000 9,000,000,000
INVESTMENTS - 4.3

Short-term investments - net 25,803,250,903 37,607,890,725 20,545,152,304 30,122,819,488

Long-term investments - net 75,837,893,629 84,397,057,875 73,426,413,196 81,939,342,556

Investments in subsidiaries and associated

companies - net . 5,555,967,298 4,324,832,473 18,394,629,835 18,706,393,739

Total investments - net 107,197,111,830 126,329,781,073 . 112,366,195,335 130,768,555,783
LOANS AND ACCRUED INTEREST RECEIVABLES :

Loans 4.4 612,062,140,868 559,922,831,638 603,812,361,426 555,450,323,587

Accrued interest receivables . 1,538,029,458 1,377,164,289 1,503,063,073 1,294,557,796

Total loans and accrued interest receivables. 613,600,170,326 561,299,995927 605,315,424,499 556,744,881,383

Less Allowance for doubtful accounts 4.4.5,4.5 (52,130,556,648) (59,670,028,749) (47,135,230,619) (57,273,912,164)

Less Revaluation allowance for debt restructured 4.6 (2,595,822,359) (4,395,811,091) (2,374,467,000) (4,136,594,000)

Net loans and accrued interest recejvabies - 558,873,791,319 497,234,156,087 555,805,726,880 495,334,375,219
PROPERTIES FORECLOSED - NET 4.8 . 17,647,119,533 12,722,937,967 17,522,139,011 12,403,333,828
CUSTOMERS' LIABILITY UNDER .

ACCEPTANCES 454,190,618 366,510,600 454,190,618 366,510,600
PREMISES AND EQUIPMENT - NET 4.9 26,670,190,202 26,530,715,518 25,516,669,391 21,690,413,939
ASSETS PENDING TRANSFER 4.10 1,664,412,010 2,103,657,014 1,664,412,010 2,086,960,909
RECEIVABLES FROM SELLING OF ’

INVESTMENTS 7,689,442,780 1,322,204,574 7,628,754,952 1,318,003,190
RECEIVABLES FROM DISPOSAL OF ASSETS 2,796,316,490 2,442,791,130 2,796,316,490 2,442,791,130
OTHER ASSETS - NET 4.11 8,464,879,212 8,935,922,620 6,533,966,416 6,487,654,362
TOTAL ASSETS 814,586,937,925 764,893,575,429 807,749,453,190 754,825,263,733
LIABILITIES - AND SHAREHOLDERS' EQUITY
DEPOSITS 4.12

Deposits in Baht 610,211,653,662 618,039,733,089 610,73%9,983,579 616,221,979,672

Deposits in foreign currencies 15,123,844,484 12,121,506,274 11,691,111,284 8,496,256,294

Total deposits 625,335,498,146 630,161,239,363 622,431,094,863 624,718,235,966
INTERBANK AND MONEY MARKET [TEMS 4.13

Domestic items )

Interest bearing 24,432,172,503 11,372,540,413 24,431,690,418 11,185,445,774
Non-interest bearing 2,365,226,552 3,034,833,086 2,491,165,522 3,174,852,094

Foreign items - A : :

Interest bearing 16,452,639 229,100,525 62,398,111 307,402,487
Non-interest bearing 643,091,029 290,493,882 660,443,082 - 300,385,478

Total interbank and money market items - 27,457,842,723 14,926,967,906 27,645,697,133 14,968,085,833
LIABILITIES PAYABLE ON DEMAND 2,674,019,197 . 3,246,902,529 2,664,196,124 3,246,196,684
SECURITIES SOLD UNDER REPURCHASE AGREEMENTS 4.14 SO0,000,000 - 500,000,000 -
BORROWINGS ‘ . 4.15 '

Short-term borrowings 18,968,970,444 - 18,790,509,067 -

Long-term borrowings 8,903,732,715 16,601,314,825 8,903,732,715 16,210,314,825

Total borrowings 27,872,703,159 16,601,314,825 27,694,241,782 16,210,314,825
BANK'S LIABILITIES UNDER ACCEPTANCES 454,190,618 366,510,600 454,190,618 366,510,600
INTEREST PAYABLE ON DEPQSITS 1,074,110,578 981,401,993 1,073,567,674 980,678,537
LIABILITIES PENDING TRANSFER 4.16 5,421,256,409 3,385,762,523 5,409,980,478 3,376,688,536
PAYABLES FROM PURCHASES OF INVESTMENTS 16,927,412,471 4,903,069,144 16,927,412,470 4,903,069,144
OTHER LIABILITIES ) 4.17 §,382,204,718 7,221,863,112 5,253,406,302 4,022,522,006

TOTAL LIABILITIES

716,099,238,019

681,795,031,995

672,792,302,131

710,053,787,444

The notes to the financial statements form an integral part of these statements
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UNIT : BAHT
CONSOLIDATED BANK
Notes 2005 2004 2005 2004
LIABILITIES AND SHAREHOLDERS'’ EQUITY (continued)
SHAREHOLDERS’ EQUITY
SHARE CAPITAL 4.18
Authorized share capital
5,221,758,139 preferred shares of Baht 10 each
{December 31, 2004 : 5,454,927,639 shares of Baht 10 each) 52,217,581,390 54,549,276,390 52,217,581,390 54,549,276,390
1,778,241,861 ordinary shares of Baht 10 each :
{December 31, 2004 : 1,545,072,361 shares of Baht 10 each) 17,782,418,610 15,450,723,610 17,782,418,610 15,450,723,610
Issued and fully paid-up share capital
1.606,520,011 preferred shares of Baht 10 each
(December 31, 2004 : 1,650,271,633 shares of Baht 10 each) 16,065,200,110 16,502,716,330 16,065,200,110 16,502,716,330
1,792,672,187 ordinary shares of Baht 10 each
(December 31, 2004 : 1,695,226,594 shares of Baht 10 each) 17,926,721,870 16,952,265,940 17,926,721,870 16,952,265,940
PREMIUM ON PREFERRED SHARES 6,282,218,118 6,453,306,701 6,282,218,118 6,453,306,701
PREMIUM ON ORDINARY SHARES 4,841,972,508 3,5697,003,634 4,841,972,508 3,597,003,634
REVALUATION SURPLUS ON LAND APPRAISAL 5,789,449,959 4,607,293,072 5,789,449,959 4,607,293,072
REVALUATION SURPLUS ON PREMISES APPRAISAL 5,662,746,158 3,610,448,823 5,662,746,158 3,610,448,823
REVALUATION SURPLUS ON INVESTMENTS 2,187,490,130 3,688,561,169 2,187,490,130 3,688,561,169
FOREIGN CURRENCY TRANSLATION (34,830,754) (112,727,571) (34,830,754) (112,727,571)
UNREALIZED GAIN FROM CAPITAL SURPLUS ON
INVESTMENT IN SUBSIDIARY 13,053,518 48,365,306 13,053,518 48,365,306
RETAINED EARNINGS
Appropriated
Legal reserve 4.19 2,491,555,369 1,547,423,832 2,491,555,369 1,547,423,832
Unappropriated 36,470,088,760 25,138,304,366 36,470,088,760 25,138,304,366
TOTAL SHAREHCLDERS' EQUITY OF THE BANK 97,695,665,746 82,032,961,602 97,695,665,746 82,032,961,602
MINORITY INTEREST 792,034,160 1,065,581,832 - -
TOTAL SHAREHOLDERS EQUITY 98,487,699,906 83,098,543,434 97,695,665,746 82,032,961,602
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 814,586,937,925 764,893,575,429 807,749,453,190 754,825,263,733
OFF-BALANCE SHEET ITEMS - CONTINGENCIES 4,21

AVALS TO BILLS AND GUARANTEES OF LOANS
LIABILITY UNDER UNMATURED IMPORT BILLS
LETTER OF CREDIT

OTHER CONTINGENCIES

4,013,400,827
4,587,742,000
10,812,110,341
1,176,493,504,851

3,647,447,318
4,107,001,612
9,827,417,31
698,783,167,566

4,013,400,827
4,587,742,000
10,696,274,751
1,176,076,258,185

3,647,447,318
4,107,001,612
9,765,259,648
698,528,279,998

The notes to the financial statements form an integral part of these statements

(Khunying Jada Wattanasiritham)
President and Chief Executive Officer

{Mr. Vichit Suraphongchai)

Chairman of the Executive Committee




56 | FINANCIAL STATEMENTS AND NOTES

THE SIAM COMMERCIAL BANK PUBLIC COMPANY LIMITED

STATEMENTS OF INCOME

For the years ended December 31, 2005 and 2004

UNIT : BAHT
CONSOLIDATED BANK -
Notes 2005 2004 2005 2004
INTEREST AND DIVIDEND INCOME 5.1 .
Interest on loans ) 25,976,647,261 21,840,249,642 25,868,698,110 21,630,572,726
Interest on interbank and money market items 1,981,093,603 1,024,302,389 1,845,546,226 965,490,031
Investments 4,115,241,015 4,413,297,186 3,828,056,501 4,121,969,199
Total Interest and Dividend Income 32,072,981,879 27,277,849,217 31,542,300,837 26,718,031,956
INTEREST EXPENSES
Interest on deposits 5,353,658,730 4,918,033,895 5,330,412,876 4,878,485,609
Interest on interbank and money market items 314,168,314 99,098,766 305,835,280 $5,049,318
Interest on short-term borrowings 273,623,066 101,725,634 273,623,066 101,725,634
Interest an long-term borrowings 642,770,237 933,038,975 642,770,237 896,768,975
Tota!l Interest Expenses 6,584,220,347 6,051,897,270 4,552,641,45% 5,972,029,536
Net Interest and Dividend Income 25,488,761,532 21,225,951,947 24,989,659,378 20,746,002,420
BAD DEBT AND DOUBTFUL ACCOUNTS
(REVERSAL) 4.5, 6.2 (155,448,057) 3,148,877,699 (188,024,385) 3,085,735,860
LOSS ON DEBT RESTRUCTURING 4.4.9, 53 1,388,024,385 1,981,297,037 1,388,024,385 1,814,264,140

Net Interest and Dividend Income after Bad Debt and
Doubtful Accounts and Loss on Debt Restructuring

24,256,185,204

16,095,777,211

23,789,659,378

15,846,002,420

NON-INTEREST INCOME
Gain on investments 5.4
Income from equity interest in subsidiaries and/or
associated companies

Fees and service income

Acceptances, avals and guarantees

Others
Gain on exchanges
Other income

889,338,214

481,718,650

799,182,532
9,580,555,094
1,927,727,440
3,733,397,863

' 8,257,165,293
753,486,715

707,844,760
7,716,181,965
1,492,425,653
2,895,539,323

848,282,484

1,001,433,782

799,182,532
8,918,042,412
1,933,866,586
1,119,275,892

8,054,324,285

1,402,538,156

708,215,717
7,067,077,648
1,487,055,822

358,208,396

Total Non-Interest Income

17,411,919,793

21,822,643,70%

14,620,083,688

19,077,420,024

NON-INTEREST EXPENSES
Personnel expenses
Premises and equipment expenses
Taxes and duties
Fees and service expenses
Directors’ remuneration 55
Contributions to the Financial Institutions
Development Fund
Other expenses

7.819,461,267
5,064,578,884
1,344,020,430
2,052,202,437

89,187,820

2,509,627,050
2,921,730,730

7,043,195,642
4,277,790,507
1,220,075,944
1,588,099,477

82,688,879

2,470,111,585
2,332,159,109

6,618,807,363
4,248,215,793
1,333,957,466
2,238,380,708

78,837,855

2,509,627,050
1,892,488,344

5,890,319,835
3,501,085,551
1,199,383,669
1,628,698,330

68,996,337

2,459,398,549
1,662,430,072

Total Non-Interest Expenses

21,800,808,618

19,014,121,143

18,920,314,579

16,410,312,343

INCOME BEFORE INCOME TAX
LESS INCOME TAX 5.6

19,867,296,379
875,962,877

18,904,299,777
301,170,813

19,489,428,487
606,797,739

18,513,110,101
24,398,503

INCOME BEFORE MINORITY INTEREST IN
SUBSIDIARIES

